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It Is To Your Interest To |/|-— 
Vol. 

Fundamentally, because it is the highest class of transpor- b 

° ° ° ° ° que 
tation service in the world. It has quality — superior value. oars 
And because it has quality — just like a superior-value soap, the 
automobile or steel knife—it is to your interest—the interest met 
of every efficient business man—to use it up to the very limit mo 
of its possibilities. 
. . . = = + 4 the 

Are you doing this? Are you discriminating about your we 
package transportation at all? wit 
tint 

When you buy Express service you buy a number of things: ma 

OS 

1. Collection from your business doorstep. A call-card auto- a 

matically starts your goods on their journey. a 

2. A receipt for your shipment. Something to show for what Fuse 

you have shipped. More than a slip of paper. And insurance policy the 
guaranteeing remuneration up to $50 in case of accident. for 

3. The choice of shipping prepaid or collect. F obot 

4. Last, and by far most important—The thinking services of ten 

trained men—for it is the man-element that makes express service y to 
valuable. The thinking, human element—vastly different from | ar 
machine service. OB cite 
First, last and all the time, Express service is a quality Pi 


service. That is why it is to your interest to use it more. 


tha 
pet 


wh 


Wells Fargo Co Express 





As a Friend of THE TRAFFIC WORLD, please Mention the paper in writing to advertisers. 











August 21, 1915 





THE TRAFFIC SERVICE BUREAU 
Colorado Bullding, 418-430 S. Market St., 
Washington, D. C. Chicago, Ill. 
E. F. Hama, President 
W. C. Tyzer, 
Sec’y and Treasurer 


E. C. Van Arspet, Manager 


CHaRLes Conrapis, 
Vice-Pres. and Gen’l Counsel 
Henry A. Parmer, Editor 


All subscriptions are payable in advance and renew auto- 
matically at end of period unless specific notification to contrary 
is given to publisher, 

All remittances should be made payable to order of THE 
TRAFFIC SERVICE BUREAU and should be in Chicago or 
New York exchange. We have to pay exchange on checks on 
outside banks. 


TERMS OF SUBSCRIPTION 


NG MN ass sds ba this ses cn td 0c eaedeee sees teesioneeenaee $10.00 
ii MC tou cin n omen nanaetbiahaaiinamhaemnmayawaies 6.00 
OE GI im S56 oN ins 665s suv ndase~ see oben seeneeeumeses 3.00 
SR I wlan 6: hcicecnscddscecenrhsncestebersssee Rees 25 


Advertising rates will be made known upon application. 


Vol. XVI, No. 8 Saturday, August 21, 1915 


LOSS AND DAMAGE DECISIONS 





We have been receiving, from time to time, re- 
quests from our readers that we publish digests and 
references to federal and state court decisions on 
the matter of loss and damage occurring to ship- 
ments while being transported or delivered by com- 
mon carriers. We are aware of the importance of 
this kind of service to our readers, especially to 
the claim departments of shipper and carrier, and 
we are glad to announce that we are beginning it 
with this issue of The Traffic World, and will con- 
tinue it regularly in each weekly issue. We have 
made arrangements for obtaining, and it is our pur- 
pose to publish, the very latest pronouncements by 
both federal and state courts on this subject, in- 
dexed and arranged under headings similar to those 
used in the National Reporter System, published by 
the West Publishing Co., as the official medium 
for reporting all federal and state decisions in both 
bound and pamphlet form, so that an easy and sys- 
tematic reference may be made from our citations 
to such reports by any reader who desires to famil- 
iarize himself with the full text of any decision 
cited, 


WESTERN ADVANCED RATE DECISION 





The decision of the Interstate Commerce Com- 
mission in the Western Advanced Rate case is dis- 
2ppointing. By that we do not refer to the fact 
that the Commission denied, in greater part, the 
petition of the carriers. We do not assume to say 
whether or in what degree the decision was right 
or wrong in this respect. The Commission had 
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before it a great mass of argument and figures, the 
digestion and analysis of which was a huge task. 
Its conclusions are not to be lightly criticized, 
though if one wished to go into that phase of the 
matter, the disagreement among the commission- 
ers themselves might perhaps warrant the expres- 
sion of an opinion without its being considered too 
much a criticism of the Commission. 


But the decision is disappointing to students of 
traffic problems from an abstract point of view, as 
it is also to both carriers and shippers—that part 
of them not merely cofcerned in the allowing or 
refusing of the specific rates in question—who wish 
light to guide them for the future. The disappoint- 
ment is because of the failure of the Commission 
to make a finding as to the general issue of the 
adequacy or inadequacy of the collective revenues 
of the carriers, and that, too, in face of the fact that 
the allegation of inadequacy was one of the prin- 
cipal pleas—if not, indeed, the principal one—of the 
carriers. Doubtless the Commission has some opin- 
ion on this subject which may have entered into its 
decision, but the report itself is silent and so far as 
the parties to the case and the public itself are 
concerned, there is no light. 

Commissioner Daniels, in his dissenting opinion, 
goes at length into this phase of the matter, assert- 
ing that the duty of the Commission requires it to 
make a finding on this point, but that the duty was 
not fulfilled. What of the future, then? Are car- 
riers, in similar cases, to go on preparing, in moun- 
tain-high stacks, evidence to show that their rev- 
enues are not what they should be, and are protest- 
ants likewise, at the same trouble and expense to 
themselves and the community, to go on building 
counter stacks, all without any assurance that the 
Commission will or will not take such evidence into 
consideration? It has taken it into consideration in 
former cases; it fails to do so—so far as shown by 
the report—in the present case. It would appear, 
then, that the carriers would continue to prepare 
such evidence in subsequent cases, for fear the Com- 
mission might wish to consider it, and that the 
protestants would prepare to meet it for fear the 
carriers might introduce it and the Commission be 


- impressed by it.. It would seem to us that the Com- 


mission, by some sort of pronouncement on this 
subject, either in line with its former decisions or 
by way of making clear that and why it had aban- 
doned its former course, would have contributed 
largely to curing the evil mentioned by Commis- 
sioner Harlan in his dissenting opinion when he 
said:. “Too much time and labor are expended in 
these recurring rate contests, and some way should 
be found under legislative authority for arriving 
at results more promptly than is now possible under 
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our present powers and practices.” He might well 
have said something also about the increasing ex- 
pense of such rate contests. It costs money to 
prepare these exhibits; it costs money to prepare 
counter exhibits, and it costs money to put them 
all in the interminable record. 


Another point brought out by Commissioner Dan- 
iels is that, though it is nowhere stated in the ma- 
jority report, the reluctance of the majority to find 
that increased rates have been more generaily jus- 
tified seems to be largely rooted in the belief that 
the financial exigencies of many of the carriers are 
traceable to: financial maladministration, and that 
if due economy and integrity had been uniformly ob- 
served the difficulty over the attested decline in rev- 
enues would have been readily surmounted. Mr. 
Daniels probably knows what was in the minds of 
the commissioners, though they do not put it in 
their report, and what he says along this line is 
doubtless more than mere deduction.. He disagrees 
with the view they took as to the part bad or dis- 
honest management in the past should play in the 
matter of present rates. He may be right or he may 
be wrong. That is a matter of opinion. But what 
we are insisting on is that the carriers, and the 
shippers, and the public in general, have a right to 
know the process of reasoning by which the Com- 
mission arrived at its decision. At least the situa- 
tion would have been much clarified could the Com- 
mission have seen fit to exhibit its mind. 


Commissioners Harlan and Daniels both discuss, 
the former briefly and the latter at length, that part 
of the majority report which finds it impdssible to 
accord increases in interstate rates on a showing 
of revenues based on.both state and interstate busi- 
ness. The majority report argues that intrastate 
rates are lower than interstate rates and assumes 
that if intrastate rates were raised to an appro- 
priate level no increase in interstate rates might 
be proper or necessary, and that a greater spread 
between these rates would condemn the proposed 
increases on the score of impropriety. Mr. Daniels 
points out not only the inconsistency of this ruling, 
considered in the light of former decisions, but also 
what he conceives to be its error. And it would, in- 
deed, seem to be, if not an error under the law or 
the proprieties, at least the expression of a situa- 
tion which should be remedied if possible. As Mr. 
Harlan says: “The time is rapidly approaching when 
the public interest will demand a more effective con- 
trol by the Commission over rates initiated or com- 
pelled by state authorities. With respect to a 
great volume of traffic, interstate commerce is now 
bearing a burden under rates admittedly reason- 
able that should be spread over state commerce as 
well.” 


Vol. XVI, No. § 


We do not know just how the Interstate Com- 
merce Commission could take control over state 
rates or whether it could do so at all, but if any 
possible legislation could accomplish this, such leg- 
islation should be enacted. Even at the best, the 
present dual system of rate regulation is difficult, 
inefficient, expensive, unsystematic and generally 
unsatisfactory. At its worst, those adjectives are 
weak. We have always the possibility, and some- 
times the fact, of a proper interstate rate made in- 
effective or impossible because of the action of some 
state commission or legislature, the members of 
which are imbued with the theory that it is their 
God-given duty to keep railroad rates down. They 
are frequently men who are by neither training nor 
temperament fit for their jobs. Their actions are 
often dictated by political motives. And yet they 
may render useless the fairest and most carefully 
considered plans worked out by those competent to 
judge. Surely if it can be done, the Interstate Com- 
merce Commission should have control of all rates, 
both state and interstate. 

We think that in the matter of the inconsisten- 
cies of the majority report and of its failure to state 
in words the things that should be stated for the 
information and guidance of those most interested, 
Commissioners Daniels and Harlan have been ex- 
tremely effective. Their minority reports have done 
more than the majority report to make some things 
clear. In fact, the majority report has sadly con- 
fused things. In all but the mere fact that certain 
proposed increases are denied and certain others 
allowed, the majority report, as Commissioner Dan- 
iels says, “leaves nothing certain but uncertainty.” 


IRON AND STEEL RATES 





Washington, D. C., Aug. 20.—The Commission, in the 
iron and steel cases grouped under Docket 2662, holds that 
the proposed readjustment of rates on articles moving 
from C. F. A., Chicago, and points intermediate between 
Chicago and Missouri River, Mississippi River and Mis- 
souri River points, to Colorado and Utah, has been justified 
except as to some Colorado points. 

Rates from Pittsburgh and St. Louis to Hutchinson, 
Wichita and. Topeka are held not unreasonable or dis- 
criminatory. The adjustment from Pittsburgh, St. Louis 
and C. F. A. points to Oklahoma and Fort Smith, Ark., is 
justified. The new rates are effective August 28. 


MUST GET RID OF BOATS 

Washington, D. C., August 20.—The Pennsylvania and 
its subsidiaries must get rid of their Chesapeake Bay 
boats, except those operating to Love Point and Port Clai- 
borne, by April 1. The Commission held to-day that the 
common ownership restrains competition. The order re- 
quires the railroad to sell about ten million dollars’ worth 
of property. 
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CURRENT TOPICS IN WASHINGTON 





For and Against the Commission. 
—As a part of the machinery with 
which Americans govern themselves, 
the Interstate Commerce Commission 
is probably as near being a fixture as 
the Supreme Court of the United 
States. But the owners of the anthra- 
cite coal roads and the officials of 
the transcontinental systems whose 
canned goods rates to the southern 
Mississippi Valley were suspended, 
are “bawling it out,” in the language of peevish disregard. 
“Un bagatelle,” the gens d’armes would truly say. That 
stream of disapprobation is equaled by the approbation 
that comes from the roads in the southeast and of those 
who are glad the Commission is giving serious thought 
to the opposition the steamship lines have raised to the 
fourth section application of the Southern Pacific, asking 
for permission to reduce still further transcontinental 
rates, without flattening charges to intermediate points. 
The roads in the South have been allowed to increase 
their coal rates. The hard coal roads, in a geographical 
sense, do not amount to much. Shippers in their ter- 
ritory, presumably, are pleased with the reductions ordered 
in Docket No. 4914. Shippers of coal in the southeast 
may be displeased, but the railroads are not. In any 
move to abolish the Commission, or seriously to curb its 
power, whatever power might be exerted in behalf of 
abolition or curbing, would be balanced by the power of 
those whom the decisions had pleased. Until the decisions 
in the Western Advance Rate and hard coal cases came 
down, many shippers thought the Commission was giving 
too much weight to the tales of woe of the carriers. Those 
decisions about evened the balance again. That is the 
plain politics of the whole matter. Neither shipper nor 
railroad would be willing to have.the power of the Com- 
mission curtailed. Nor would one side feel good if it 
never had an excuse for creating a vocal row. 








Coal Increases and Decreases.—When normal times 
come again, it is suggested, the advances allowed on soft 
coal rates in the southeast, on hard coal to Chicago and 
Mississippi River crossings north of St. Louis, and in 
Western Classification territory, will equal, if not sur- 
pass, the reductions ordered in the hard coal rates in 
the East. To be sure, averaging revenue in that way is 
not to be commended, but in view of the fact that the 
hard coal roads for years have been big money-makers 
while the roads of the southeast have not, a reasonable 
man will probably believe it is not entirely an evil world. 
No estimate has ever been made as to how much of an 
increase in revenues will result from the advances in 
rates on soft coal, but it will probably be found to be 
two or three million dollars, on the basis of tonnage for 
1914. That, of course, is the worst year the southern 
roads have had probably since 1894. The chances are 
also that the $1,600,000 estimated to be the yield of the 
western advances will be an under rather than an over 
statement. The addition to the revenues by reason of 
the twenty-five-cent increase on hard coal to the “West 
will be more than $600,000 to Chicago alone. All these 
estimates, of course, run on the theory that the advance 
in rates will not drive coal to the water lines. If they 
do, then it will be another story. In such an event the 
carriers, without doubt, will be on hand with tariffs, re- 
storing the old rates. However, when times are normal 
there is reason to believe the demand for transportation 
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will be large enough to keep both land and water lines 
busy. 





A Problem Submitted.—If the facts are as herein- 
after set forth, what is the answer? In the complaint of 
the Henry D. Davis Lumber Co. against the Northern Pa- 
cific and others, Docket No. 8191, the complaining company 
says that when it got an order for timbers fifty-two feet’ 
Along it inquired of the Northern Pacific if it could furnish 
a fifty-two-foot car. If it could, the Davis company said 
it would give the contract to a company at Doty, Wash. 
The railroad company said it could and would furnish the 
ear, but it did not. Instead it furnished one fifty-foot and 
cne forty-five-foot car. The complainant loaded both cars. 
On top of a load of ordinary timber in the fifty-foot car 
it placed the extra long timbers. It put an ordinary load 
on the forty-five-foot car. It positively asserts that the 
fifty-two-foot timbers did not touch the shorter car. They 
rode on top of the shorter stuff and went through to 
Topeka, Kan., without trouble. But the railroad company 
charged for a double load, at the rate of 50 cents instead 
of two single loads at 40 cents, the bill being $738.15. 
Now the complainant asserts that the company performed 
no service for that extra ten cents and it demands repara- 
tion. é 

More About Senator Broussard.—The mention of the 
fact that Senator Broussard is the author of a bill ex- 
tending the jurisdiction of the Commerce Court, now de- 
ceased, as a reason for his friends suggesting to the 
Democratic steering committee that he be placed on the 
committee on interstate commerce, brings forth an in- 
dignant inquiry from one of his friends as to whether the 
writer has forgotten the fact that the Acadian is also the 
joint author, with Senator Newlands, of a bill for the 
control of floods and the co-ordination of the land and 
water lines of the country in even a more distinct manner 
than that provided in the amendments to the Act to regu- 
late commerce passed in 1910. Confession is made that 
that Lill was not in mind when the fact that such sug- 
gestion had been made with respect to Broussard was 
written. There is no denying that the Newlands-Broussard 
bill is an important bill, but the articulation of the land 
and water lines of the country is being made by the Inter- 
state Commerce Commission. Every time anybody sug- 
gests that that be done, the Commission inserts a joint 
between the end of a water line and a railroad line. It is 
not going out of its way to hunt up places where joints 
may be inserted, but it is not neglecting to perform that 
surgical operation whenever anyone shows enough interest 
to ask that it be done. 





Cheap Passenger Service.—A press dispatch from St. 
Paul, saying there is danger of the bumper grain crop 
not being harvested because idle men cannot afford to 
pay passenger fares to the fields, has renewed the talk 
about the desirability of American railroads providing 
cheap passenger service in cars with benches, such as 
are run on European railroads. Passenger transportation 
in the United States is cheap, considering the luxury 
furnished, but there are no trains, 1unning at low speed, to 
keep down operating costs. But would trains of that 
kind pay? A few years ago one of the eastern trunk 
lines placed tourist sleepers on its regular trains. Every- 
body referred to them as second-class sleepers, notwith- 
standing the effort to make them pass current under the 
name “standard.” Nobody who could get a berth in a 
stuffy, plush-covered sleeper would buy a berth in the 
ones with rattan upholstery. A. &. Bf. 
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Decisions of Interstate Commerce Commission 





moved over the Chicago, Burlington & Quincy Railroad 
and the Great Northern Railway at rates of 13% cents 
from Waterbury to Minneapolis, 16% cents from Os- 





to Pacific coast terminals. 


Upon the record we find that the charges assessed 
on the shipments here involved were unlawful to the 
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TRANSIT PRIVILEGE UNRESTRICTED —Bpi'tt Guitornia*corn or oate relorwarded, rate basis 196. a 
Sea ee Se i. + 6 oS on aie 7 aaa wre bulk or sack ithin six th 
VAN DUSEN HARRINGTON CO. VS. CHICAGO, MIL- Corn or oats may be refc) warded in bu hr ~ i sae. ten 
WAUKEE & ST. PAUL RAILWAY CO. ET AL. ee ee a dn - 
Submitted Jan. 19, 1915. Decided July 22, 1915. Bg ig se ee, ee = ee ee on 
Charges, assessed for the transportation of corn from various Stood that the identity of the corn * © * is not preserved. m 

ee oe ee in California at combina- Subsequently to the movement of the shipments, N. 

unlawful to the extent they excesded charges based on the item 336 was _amended as to shipments from beyond in 

joint through rate. Reparation awarded. originally consigned to the stations named, by the fol- al 
5. lowing note: cl 

H. A. Feltus and D. F. Simpson for complainant. J. N. as 
Davis for Chicago, Milwaukee & St. Paul Railway Co. C. Applying on shipments originating at stations in the states 
Frankenberg for Union Pacific Railroad Co. of Iowa, Minnesota, South Dakota and North Dakota on the 

Chicago, Milwaukee & St. Paul Railway and connecting lines, ot 
By the Commission: originally billed to St. Paul, Minneapolis or Minnesota Transfer, M 
Complai : : Minn., and from which points of origin there are through rates tl 
Plainant is a corporation engaged in a general ia the Chicago, Milwaukee & St. Paul Railway to stations in 
grain business, with its principal offices at Minneapolis, the states of Montana, Idaho, Washington, Oregon, California al 
Minn. By complaint, filed May 13, 1914, it attacks as or British Columbia. & 
unlawful the charges collected by defendants on numer- Complainant contends that the transit privileges ap- Dp 
ous carload shipments of corn that originated during plicable at Minneapolis at the time the shipments n 
December, 1912, and January and February, 1913, at moved, taken in connection with the fact that all par- a 
various Iowa and Nebraska points, consigned to Minne- ticipants in the transportation were parties to the a 
apolis .and that were reforwarded within six months transcontinental tariff, and that the routing between n 
from Minneapolis via the Chicago, Milwaukee & St. the points of shipment was unrestricted, entitled it to ti 
Paul Railway, referred to herein as the Milwaukee, and the through rate of 55 cents from points of origin, b 
its connections, to various points in California. Repara- through Minneapolis, to final destinations. Mason Bros. t 
tion is asked. vs. S. P. Co., 28 I. C. C., 402 (The Traffic World, Nov. 

Charges were collected on the shipments at the 22, 1913, p. 950), is cited in support of that contention. n 
rates from the points of origin to Minneapolis, plus a Defendants introduced no testimony as to the applica- 0 
rate of 55 cents beyond. The shipments from Marcus, bility of the through rate. The Milwaukee representa- t 
Gaza, Primghar, Archer and Remsen, and one shipment tive intimated in a statement made on the record that f 
from Hinton, moved to Minneapolis over the Illinois the shipments could have been sent via a more direct t 
Central Railroad and the Minneapolis & St. Louis Rail- route. This contention loses its force when it is re- 1 
road at a rate of 13 cents per 100 pounds to Minne- membered that this business was solicited by the Mil- c 
apolis. The shipments from Merrill and the ‘remaining Waukee; that the Milwaukee gets the long haul only ¢ 
shipments from Hinton moved to Minneapolis over the from Minneapolis; and that its tariff has, since ..the I 
Great Northern Railway at a rate of 11% cents per 100 shipments moved, been amended to cover transit privi- é 
pounds. The points of origin just named are all in the Jleges at Minneapolis on corn originating at certain 1 
state of Iowa. The shipments from Nebraska points P0ints west and southwest of Minneapolis when destined : 

( 
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mond, 17% cents from Royal. Transcontinental freight 
bureau westbound tariff no 1-L, agent R. H. Countiss’ I. 
C. C. 929, in effect when the shipments moved, provided 
a commodity rate of 55 cents per 100 pounds on eorn in 
carloads from points in Minnesota, Iowa and Nebraska, 
including Minneapolis and the points of origin here in- 
volved, to points in California, including the final desti- 
nations of the shipments described. No restrictions as 
to routing were provided in connection with the 55-cent 
rate east of the western gateways: Ogden, Utah; El 
Paso, Tex.; Albuquerque and Belen, N. Mex.; Salt Lake 
City, Utah; Los Angeles and Colton, Cal.; Provo, Utah; 
Portland, Ore.; Vancouver, B. C., and Seattle, Spokane 
and Tacoma, Wash. All of the lines named in the 
complaint were parties to the tariff naming this 55-cent 
rate. Milwaukee tariff, I. C. C. B-2002, in effect when 
the shipments moved, provided in item 336 as follows: 

Grain may be milled, malted, reforwarded or shelled in 
transit as follows: From St. Paul, Minneapolis and Minnesota 
Transfer, Minn., applying on shipments coming from points 


beyond, originally consigned to these stations—transit stations— 
St. Paul, Minneapolis and Minnesota Transfer, Minn., when for 


extent that they exceeded those accruing on the basis 
of the through rate of 55 cents per 100 pounds from 
points of origin to final destinations. We further find 
that complainant made the shipments heretofore de- 
scribed and paid and bore the charges thereon, that it 
has been damaged, and that it is entitled to reparation 
with interest. 


By the terms of the tariff the through rate could 
be applied only when all of the provisions therein con- 
tained had been complied with. No reparation can be 
awarded on cars as to which the requirement of sur- 
render of inbound expense bills of initial lines was not 
complied with. 

There is no proof as to the amount of the charges 
collected on the other shipments, and upon this record 
we are unable to determine the amount of reparation 
due. Complainant should prepare a statement showing 
as to each shipment on which reparation is claimed the 
date of movement, point of origin, point of destination, 
rate, weight, car number and initials, rate applied, 
charges collected charges properly collectible under our 
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findings herein, and amount of reparation due. This 
statement should be submitted to the defendants for 
verification by them. Upon receipt of such a statement 
so prefared and verified, and certified to by defendants’ 
proper accounting officers, the Commission will take up 
the question of the issuance of an order of reparation. 


MANGROVE, MYROBALANS, VALONIA 


CASE NO. 6990 | (35 I. C. C., 175-178) 
NATIONAL ASSOCIATION OF TANNERS ET AL. VS. 
LEHIGH VALLEY RAILROAD CO. ET AL. 


Submitted Feb. 5, 1915. Decided July 22, 1915. 

Rates On mangrove bark, myrobalans and valonia from ports 
on the Atlantic seaboard to destinations in Trunk Line and 
Central Freight Association territories found to be unrea- 
sonable to the extent that they exceeded sixth class rates. 
Reparation denied, 


A. B. Hayes and Charles Conradis for complainants; F. D. 
McKenney and W. C. Carpenter for carriers in Trunk Line 
territory. 

BY THE COMMISSION: 

Complainants are corporations and firms engaged in 
the tannery business, with their principal offices at vari- 
ous points in Official Classification territory. By com- 
plaint, filed July 10, 1914, they allege that the rates charged 
by the defendants for the transportation of mangrove bark, 
myrobalans. and valonia in~ carloads from New York, 
N. Y., Philadelphia, Pa., and other Atlantic ports to points 
in Trunk Tine and Central Freight Association territories 
are unreasonable to the extent that they exceed the sixth 
class rates from and to the same points. Reparation is 
asked on all shipments since Feb. 1, 1914. 

Mangrove bark is a product of the mangrove tree, 
obtained principally from eastern Africa and Madagascar. 
Myrobalan is a nut produced in India, while valonia is 
the cup of an acorn imported from Asia Minor. All three 
articles are used principally for tanning and, to some 
extent, for dyeing and other purposes. The annual im- 
portation amounts to several hundred carloads. The tan- 
nic acid required for tanning once was secured from oak 
and hemloock bark, but the gradual depletion of the oak 
and hemlock supply rendered necessary the use of other 
materials. Mangrove bark, myrobalans and valonia con- 
tain a much higher percentage of tannin than domestic 
barks and are worth from 1 cent to 1% cents per pound, 
three or four times as much as oak and hemlock bark. 

For many years the Official Classification has rated 
mangrove bark, myrobalans, valonia and tanning materials 
of all kinds, except domestic leaf bark, worth from 1 cent 
to 4 cents per pound, fifth class. Exceptions to the classi- 
fication rated mangrove bark sixth class during prac- 
tically the entire period from Jan. 2, 1906, until early in 
1914. The rates on myrobalans to Trunk Line territory 
during the same period alternated between fifth and sixth 
class, although sixth class rates applied continuously from 
May 1, 1911, until early in 1914: Sixth class rates also 
applied to Central Freight Association territory for a pe- 
riod of less than one year immediately prior to May 31, 
1907; fifth class rates thereafter. Fifth class rates have 
applied uniformly on valonia. Tariffs which took effect 
during the period from Feb. 1, 1914, to April 10, 1914, 
canceled the application of sixth class rates on mangrove 
bark and myrobalans. 

Complainants demand rates not in excess of sixth 
class rates on the following grounds: Domestic bark, the 
original tanning material, though nearly always rated sixth 
class, almost always has taken commodity rates lower 
than sixth class and seldom has been shipped for dis- 
tances exceeding 150 or 200 miles. The imported ma- 
terials involved are shipped to points from 800 miles to 
1,000 miles from the ports of entry, an average distance 
of 375 miles to Pennsylvania points, where most of the 
tanneries in Trunk Line territory are located. Spruce 
and spent liquor extracts, of about the same value as 
the imported materials, though rated fifth ‘class in the 
Official Classification, actually move at sixth class or 
lower rates under exceptions to the classification or under 
commodity tariffs. The same is true to a certain extent 
of hemlock extracts. The Southern Classification rates 
bark, extracts, and other materials used for tanning, in- 
cluding the imported materials involved, sixth class. Some 
of the articles, however, chestnut extract in particular, 
move in considerable quantities from southern points to 


points in Official -Classification territory under sixth class 
or lower rates. Mangrove bark, myrobalans and valonia 
are used for the same purpose as domestic products and 
conserve the domestic supply, thereby prolonging the life 
of an important industry from which the railroads derive 
substantial revenue. As prepared for shipment they are 
convenient to handle, are not easily damaged, and at 
sixth class rates yield per car revenues that compare 
favorably with the revenues derived from other kinds of 
freight moved at sixth class rates. The long-continued 
application of sixth class rates on mangrove bark and 
myrobalans raises a presumption that sixth class rates 
are reasonable, and no higher rates should be charged on 
valonia, which is practically identical with mangrove bark 
and myrobalans from a commercial and transportation 
standpoint. 

Defendants reply at length that the rates applied on 
domestic barks and spruce and spent liquor extracts are 
inapplicable as a measure of the rates applied on imported 
materials because the value, method of transportation and 
other rate-determining elements are substantially dissimi- 
lar. Leaf bark, they assert, is a cheap, low-grade ma- 
terial shipped short distances only, principally over a 
single line, and requiring exceptionally low rates to move 
it at all. Spruce extract and spent liquor extract are 
comparatively cheap materials derived from a by-product 
of paper mills and the spent liquor of tanneries. Both 
are shipped in tank cars. Sixth class rates on hemlock 
extract apply only from one point and as a proportional 
rate on shipments originating beyond. Defendants do 
not deny that the imported materials involved constitute 
desirable traffic productive of substantial carload reve- 
nues, but maintain that the expense of loading them 
into cars at the ports, absorbed by the carriers, the 
value to complainants of the imported products on account 
of their high tannic acid contents and their commercial 
and transportational relation to other materials, fully 
justify the application of fifth class rates, especially as 
the classification committee steadfastly has declined to 
sanction a lower rating. 

Sixth class rates were originally establisheed on man- 
grove bark by the individual carriers at the behest of ship- 
pers who represented that such rates were necessary to 
move the article and to permit the tanneries to continue 
in operation. Other carriers published the sixth class 
rating for competitive reasons, and in this way its ap- 
plication became general throughout Official Classification 
territory. The sixth class rating on myrobalans was 
established in the same manner and for the same reasons, 
although its application was confined to a more limited 


‘area and has not been continuous, as in the case of man- 


grove bark. Defendants believed that the sixth class 
rating was too low, and perceiving a disposition on the 
part of shippers to use it as a basis for demanding re- 
ductions in the rates on numerous other commodities used 
for like purposes, decided to cancel it and to apply fifth 
class rates as provided by the Official Classification. 

The commodities involved are shipped in bags weigh- 
ing about 150 pounds each, and load from 40,000 to 50,000 
pounds per car. Their value, ranging from 1 cent per 
pound to 1% cents per. pound, although greater than the 
value of native tan-bark, is so low and their liability to 
damage or loss so slight that value is not an item of 
controlling importance in determining the relationship of 
the rates assailed to the rates on bark. The greater 
weights per car of the imported materials, the longer 
average hauls, and the higher earnings per car are of 
greater importance. The average carload weight and 
revenue per car at sixth class rates are almost double 
the average weight and return per car for native tan- 
bark which moves at rates something less than sixth 
class and loads from 24,000 to 30,000 pounds per car. 
No testimony was introduced showing the cost of loading 
shipments at the ports. Complainants do not deny that 
the cost of loading at the ports, which is performed on all 
import traffic, might justify a difference in rates on im- 
port and domestic shipments other things being equal, 
but insist that the cost of loading is not so great as to 
offset the difference between sixth class rates and the 
lower commodity rates applied to the transportation of 
native tan-bark. 

The facts disclosed show plainly that mangrove bark, 
myrobalans and valonia should take equal rates, and it 
only remains to determine whether the application of 
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fifth class rates is unreasonable. The change from sixth 
class to fifth class rates on mangrove bark and myrobalans 
effected an increase in transportation charges varying 
from 15 per cent to 27 per cent. It does not appear that 
the sixth class rates so long maintained were less than 
reasonable, nor that the circumstances and conditions of 
transportation have changed sufficiently to warrant the 
increase effected. 

Upon all the facts of record we find that the rates 
assailed on mangrove bark, myrobalans and valonia in 
carloads from and to the points involved are and for the 
future will be unreasonable to the extent that they exceed 
the sixth class rates contemporaneously maintained from 
and to the same points. Reparation. however, is denied 
because only a revision of classification is involved and 
there is no proof of damage. 

An appropriate order will be entered. 

Harlan, Commissioner, dissents. 


WATERMADE RATES WITHDRAWN 


1. AND S. NO. 576 (35 I. C. C., 179-181) 
LUMBER RATES FROM WILSON, ARK., AND OTHER 
POINTS TO CINCINNATI, 0., AND OTHER POINTS. 
Submitted May 24, 1915. Decided July 22, 1915. 


Proposed withdrawal of through rates on lumber from points 
of origin in Arkansas to Louisville, Ky., Cincinnati, Ohio, 
and Evansville, Ind., found justified. 


Suspension orders 
vacated. 





Thomas Bond for St. Louis & San Francisco Railroad Co. 
and its receivers, and others. J. R. Walker for protestants, 
BY THE COMMISSION: | 

The tariffs under suspension in this proceeding, 
filed to take effect Jan. 1, 1915, proposed to cancel joint 
through carload rates on lumber from stations on the 
St. Louis & San Francisco Railroad, hereinafter referred 
to as the Frisco, between Blytheville and Kyle, Ark., 
inclusive, and from stations on the Jonesboro, Lake City 
& Eastern Railroad, hereinafter referred to as the Lake 
City & Eastern, to Evansville, Ind., Louisville, Ky., and 
Cincinnati, Ohio. The cancellations would leave in ef- 
fect only the higher combination rates, based on Mem- 
phis, Tenn., St. Louis, Mo., or Thebes, Ill., whichever 
combination would be the lower. Upon protests filed by 
certain lumber shippers the tariffs were suspended until 
May 1, 1915, and later until Nov. 1, 1915. 

The present rates apply through Memphis. From 
points on the Lake City & Eastern they apply in con- 
nection with the Frisco. The Frisco was the only re- 
spondent represented at the hearing and assumed the 
burden of justifying the proposed changes. 

Victoria and Armorel, Ark., on the Lake City & 
Eastern, are the only points of origin involved at which 
sawmills are in operation. One protestant, the Three 
States Lumber Company, operates a mill-at Burdette, 
Ark., a local station on the Blytheville, Burdette & 
Mississippi River Railway, west of Burdette Junction, 
and is interested in the rates from Burdette Junction to 
the extent that they constitute factors in combination 
rates from Burdette to the destinations involved. As 
the rates from the points of origin bear a fixed relation- 
ship to each other and the evidence is directed chiefly 
to the rates from Victoria, that point may be taken 
as representative of all the points of origin involved. 
All rates are stated in cents per 100 pounds. 

Victoria is 1 mile from Wilson, Ark., a junction of 
the Lake City & Eastern with the Frisco. The present 
rates from Victoria are, 13 cents to Evansville, 349 
miles; 14 cents to Louisville, 430 miles; 17 cents to Cin- 
cinnati, 560 miles. These rates were first established 
July 14, 1910, when the Wilson Northern Railway, since 
leased by the Lake City & Eastern, owned and operated 
the line reaching Victoria. They were canceled May 1, 
1912, following our decision in The Tap Line case, 23 
I. C. C., 549 (The Traffic World, June 8, 1912, p. 1100). 

Protestant, Lee Wilson & Co., operates a mill at 
Victoria, approximately one-half mile from the Missis- 
sippi River. Prior to May 28, 1912, this protestant had 
rails from its mills to the river and it was barging lumber 
to the destinations involved. On May 28, 1912, the pres- 
ent rates were re-established after negotiations, but with 
the understanding that Lee Wilson & Co. would dis- 
continue the use of barges and would ship lumber from 
Victoria destined to Evansville, Louisville and Cincin- 
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nati over respondents’ lines. Lee Wilson & Co. accord- 
ingly took up its rails described and has since shipped 
from 156 to 338 cars of lumber annually over respond- 
ents’ lines to the destinations involved. 

The rates proposed would increase the present rates 
8 cents to Evansville and Louisville, 2 cents to Cin- 
cinnati. The witness for the Frisco testified that rates 
from lumber-producing points west of the Mississippi 
River to Evansville, Louisville and Cincinnati are nor- 
mally on the basis of the lowest combination on Mem- 
phis or Thebes, and that the present rates were estab- 
lished as exceptional rates to meet the competition of 
the barge lines. The rates are said to be abnormally 
low and provocative of complaints from lumber dealers 
shipping from points in southeastern Missouri... They 
will be used also, the same witness added, in compari- 
sons to force down other rates and the Frisco can bet- 
ter afford to surrender the business moving from the 
points of origin to the destinations involved to the 
barge lines, which are still in operation, than run the 
risk of general reductions from points in southeastern 
Missouri. Comparisons of lumber ‘rates from northern 
Arkansas and southeastern Missouri points to the desti- 
nations involved were submitted, intended to show that 
the present rates are abnormally low and that the pro- 
posed rates are reasonable. All the rates compared are 
higher than the rates in issue, and in most instances 
apply to shorter distances. 

Protestants insist that there has been no change 
in conditions since May, 1912, to warrant the increase 
proposed, and that the lumber business is so depressed 
that the traffic can not bear higher rates. They deny 
that the basis of rates from points west of the Mis- 
sissippi River to Ohio River crossings is Mississippi 
River combination, citing through rates from points in 
eastern Arkansas lower than any gateway combination. 
They concede, however, that the river combinations 
form the general basis of rates to points in central 
freight association territory. 

Upon the record we find that respondents have jus- 
tified the proposed cancellation of the joint rates in- 
volved, and the suspension orders will be vacated. 


RATES ON WALNUT LUMBER 





CASE NO. 7241 (35 I. C. C., 182-186) 
DES MOINES SAW MILL CO. VS. MINNEAPOLIS & ST. 
LOUIS RAILROAD CO. ET AL. 


Submitted April 29, 1915. Decided July 22, 1915. 


Through rates on walnut lumber from Des Moines, Iowa, to 
points east of the Illinois-Indiana state line composed of 
proportional rates to and from the Mississippi River, and 
joint rates on walnut logs from Des Moines, when from 
beyond, to Norfolk and Newport News, Va., for export, 
considered; Held: 

1. Proportional rate to Mississippi prescribed.—That, following 
the Interior Iowa Cities cases, 29 I. C. C., 537, a reasonable 
proportional rate on walnut lumber from Des Moines to 
the Mississippi River for the future will be 11% cents per 
100 pounds. 

2. Walnut dimension pieces described.—That pieces of walnut, 
as described herein, properly are ratable as walnut dimen- 
sion lumber pieces. 

3. Joint rate from Des Moines to be two cents under Kansas 
City.—That from Des Moines to Norfolk and Newport 
News over the lines of the Wabash Railroad and its con- 
nections and the Chicago, Burlington & Quincy Railroad 
and its connections the joint rate on walnut logs for ex- 
port should not exceed the rate on the same commodity 
from Kansas City to Norfolk and Newport News by more 
than 2 cents per 100 pounds. 





F, W. Lehmann, Jr., for complainant. C. C. Wright, W. F. 
Dickinson, W. T. Hughes, O. W. Dynes, G. A. Kelly, N. S. 
Brown, R. B. Scott and K. F. Burgess for Chicago & North 
Western Railway Co.; Chicago, Rock Island & Pacific Railway 
Co.; Chicago, Milwaukee & St. Paul Railway Co.; Chicago 
Great Western Railroad Co.; the Wabash Railroad Co., and 
Chicago, Burlington & Quincy Railroad Co. Henry Merki for 
Joint Rate Inspection Bureau. 


BY THE COMMISSION: 

Complainant is a corporation, with its principal place 
of business at Des Moines, Ia., where it operates a saw- 
mill. By complaint, filed Sept. 2, 1914, it alleges that 
defendants’ proportional rates on walnut billets or pieces 
in carloads from Des Moines to points east of the Illinois- 
Indiana state line exceed the rates on common lumber; 
that east of the Mississippi River the defendants charge 
on such pieces of walnut lumber the rates on gunstocks 
in the rough; that the charges for through carriage to 
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» However, the purport of our reports in the Interior 
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eastern points in some instances exceed the aggregates 
of intermediate charges based on Chicago; that walnut 
logs and lumber for export move from Kansas City, Mo., 
to Norfolk, Va., at a rate of 27 cents, while the rate 
on the same commodities from Des Moines to Norfolk is 
35% cents, and that the proportional and through rates 
described are unreasonable and unjustly discriminatory. 

There are no joint rates on walnut lumber from Des 
Moines to points east of the Illinois-Indiana state line. 
Combination through rates apply composed of proportional 
rates applicable to and from the upper Mississippi River 
crossings. The Western Classification, which applies from 
Des Moines to the Mississippi River, rates walnut lumber 
in carloads third class. The third class rate is 20.9 cents 
per 100 pounds. <A proportional commodity rate of 12% 
cents per 100 pounds applies, however, on walnut lumber 
3 cents higher than the proportional commodity rate of 
9% cents maintained for common lumber from Des Moines 
to the Mississippi River. East of the Mississippi River 
the proportional rates on walnut lumber and on. common 
lumber are the same. Complainant refers to several cases 
in which we have found that the rates on certain articles 
made of wood should not exceed the rates on lumber, 
particularly Board of R. R. Commissioners of State of 
Iowa vs. A., T. & S. F. Ry. Co., Unreported Opinion No. 
A-222, in which we found that the classification of coffin 
stock in the Western Classification was relatively un- 
reasonable and unduly prejudicial as compared with the 
cating on lumber. The cases referred to are inapplicable, 
however, for the reason that they involved only the ques- 
tion of rates or ratings on the lumber from which the 
articles involved were made. 

Walnut is one of a few woods classified in the West- 
ern Classification that are excluded from the commodity 
rates maintained on lumber. The 3-cent differential on 
walnut lumber over common lumber described is main- 
tained throughout the West and is justified, defendants 
assert, by difference in value. Complainant shows that 
the value of the walnut logs it saws into walnut dimension 
pieces averages $37.50 per thousand feet at the point of 
origin, which substantiates the statement in East St. Louis 
Walnut Co. vs. St. L., I. M. & S. Ry. Co., Unreported 
Opinion A-941, that “walnut is the highest priced lumber 
which is sawed to any extent in the United States.” Only 
pieces of walnut free from all defects are involved. We 
have frequently recognized the reasonableness of estab- 
lishing differentials for valuable. woods over the rates on 
common lumber. The record affords no basis for deter- 
mining a reasonable differential for walnut over common 
lumber, nor any other basis for condemning the differential 
assailed. 

Complainant contends that the proportional rate de- 
scribed on common lumber, 9% cents per 100 pounds, is 
unreasonable because it exceeds the rate applicable under 
the Iowa distance scale from Des Moines to Muscatine 
and other Mississippi River points nearer than St. Louis 
to Des Moines. In our first report in the Interior Iowa 
Cities cases, 28 I. C. C., 64, 73 (The Traffic World, Aug. 
2, 1913, p. 254), we said: 









ith respect to his 
excessive charges for 
arges are lawful in the 
for the through service, 


A shipper has no legal grievance 
through traffic unless compelled to pa 
the through service. If the through 
sense that they are reasonable char 
a shipper cannot predicate unlawfAlness of one of the com- 
ponent parts of the through c ges by alleging that it is 
excessive compensation to thaf/carrier for that part of the 
through service. He pays for the complete service, and it is 
no concern of his how the through charges are divided among 
the carriers, whether by agreement or by published propor- 
tions, so long as the through charges for the through carriage 
are reasonable. 


Iowa Cities cases and in the Mississippi River cases, 29 
I. C. C., 530, 5386 (The Traffic World, March 21, 1914. p. 
552), was that the carriers there involved were entitled 
to maintain certain differences over the lowa distance 
scale, but that proportional rates on commodities should 
not involve differences in excess of the differences pre- 
scribed for the classes to which the commodities be- 
longed. The Iowa distance scale from Des Moines to 
Muscatine makes a rate of 10% cents per 100 pounds on 
walnut lumber. The difference established by us for 
third class rates. was 1 cent per 100 pounds. 

We find that a reasonable rate applicable to com- 
plainant’s products from Des Moines to the Mississippi 
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River would not exceed 111% cents per 100 pounds, which 
rate will be prescribed as a maximum rate for the future. 
An order will be entered establishing a proportional rate 
not in excess of 11% cents per 100 pounds on walnut 
lumber from Des Moines to the Mississippi River cross- 
ings when destined to points east of the Illinois-Indiana 
state line. 

Complainant buys walnut logs of various grades and 
dimensions, ships them to Des Moines, and there separates 
them into logs fit for export, or for shipment to veneer 
makers in the United States, and logs of low grade suit- 
able for its own purposes. The latter are sawed by com- 
plainant into boards from 2 to 2% inches thick, which 
are cut into rough blanks approximating in outline gun- 
stocks and gunstock parts. The grain is followed and 
knots or other imperfections are avoided. These blanks 
are steam dried to extract most of the sap. The ends 
are then dipped into paraffin to prevent checking or 
cracking. The pieces are shipped to certain gunmakers 
east of the Illinois-Indiana state line. Some of the pieces 
are nearly oblong; being broader at one end than at the 
other, and ultimately are made into shoulder butts. Other 
pieces are square billets suitable for manufacture into 


‘handgrips for guns. but are equally serviceable as blanks 


for the manufacture of chair rungs, balusters, or billiard- 
cue butts. Other pieces are forms from which complete 
gunstocks may be turned. All of the pieces are mere 
blanks or blocks and need further working before they 
can be used for any purpose. 

Defendants serving Des Moines instruct complainant 
to bill its products as “walnut dimension lumber, pieces.” 
East of the Mississippi River complainant’s billing is some- 
times changed by the defendants’ inspectors to read “gun- 
stocks in the rough,” on which the rate is 3 cents per 
100 pounds higher than the proportional rate on lumber 
from and to the same points. The eastern carriers, how- 
ever, upon claims presented by complainant based on the 
lumber rate, make refund to complainant on the basis 
of the proportional rate on lumber from the Mississippi 
River to destination. 

The Western Classification, which governs from Des 
Moines to the Mississippi River, rates finished gunstocks 
only. The Official Classification first, second and third 
class ratings apply, respectively, on less-than-carload ship- 
ments of gunstocks, finished, in packages; in the white, 
in bundles, crates or boxes; and in the rough, in bundles, 
crates or boxes. The rating on gunstocks in the rough, 
carloads, is sixth class, minimum 34,000 pounds. Gun- 
stocks, in the white, in carloads, are rated fourth class, 
minimum 30,000 pounds. The pieces of walnut shipped 
by complainant are loaded into cars separately without 
packing. 

Upon all of the facts disclosed we find that complain- 
ant’s shipments of pieces of walnut properly are ratable 
as walnut dimension lumber, pieces. 

Complainant also asks for through rates from Des 
Moines to points taking the Boston rate basis, lower than 
the through rates on common lumber, stating that the 
present through rates based on the proportional rates 
applicable to and from the Mississippi River in some 
instances exceed the combination rates based on Chicago. 
No basis is shown for any lower rates on complainant’s 
product than on walnut lumber, and the allegation that 
through rates make lower on Chicago than on the Mis- 
sissippi River admittedly is unfounded at the present time. 

The Wabash Railroad and the Chicago, Burlington & 
Quincy Railroad serve both Kansas City and Des Moines. 
Defendants, in connection with the Wabash and the Bur- 
lington, their eastern connections, maintain joint propor- 
tional rates of 27 cents per 100 pounds on walnut logs and 
lumber from Kansas City, when from beyond, to Norfolk 
and Newport News, Va., for export. No joint rates are 
maintained on the same commodities from Des Moines to 
Norfolk or Newport News; only a combination through 
rate based on the proportional rates applicable to and 
from the Mississippi River which aggregates 36.8 cents. 
Complainant competes with shippers located at Kansas 
City in the purchase and sale of walnut logs for export 
and the adjustment is said to prejudice complainant un- 
duly. The 27-cent rate described applies through St. Louis. 
St. Louis is about 279 miles from Kansas City over the 
Wabash or the Burlington. St. Louis is 340 miles from 
Des Moines over the Wabash, 357 miles over the Bur- 
lington. Norfolk is about 1,005 miles from St. Louis. The 








436 


27-cent rate named from Kansas City to Norfolk yields 
4.2 mills per ton-mile for the through haul. 

Defendants attempt to justify the disparity in rates 
on walnut logs and lumber for export from Kansas City 
to Norfolk and from Des Moines to the same port on the 
ground that the Kansas City-Norfolk rate was established 
by the Wabash Railroad to compete with the rate of 21 
cents for traffic originating beyond Kansas City formerly 
in effect over other lines from Kansas City to certain 
ports on the Gulf of Mexico. The Burlington met the 
rate made by the Wabash in order to participate in the 
traffic. When the 21-cent rate described applied from 
Kansas City, Des Moines had a rate of 25% cents to 
ports on the Gulf of Mexico, the rate from Kansas City 
proper. When such shipments were made through Gulf 
ports risk was incurred because the climate encountered 
induced checking or cracking. 

Upon the facts disclosed we find that any through 
rate on walnut logs and lumber from-Des Moines, when 
from beyond, to Norfolk or Newport News over the Wa- 
bash or the Burlington and their eastern connections 
higher than the rate contemporaneously maintained by 
the same carriers from Kansas City to Norfolk and New- 
port News for export by more than 2 cents per 100 pounds 
subjects complainant and the city of Des Moines to un- 
due and unreasonable. prejudice and disadvantage. 

An appropriate order will be entered. 


ANTHRACITE COAL CASE 


Case No. 4914. (35 I. C. C., 220-455) 
IN THE MATTER OF RATES, PRACTICES, RULES, 
AND REGULATIONS GOVERNING THE TRANS- 
PORTATION OF ANTHRACITE COAL. 
Submitted Feb. 1, 1915. Decided July 30, 1915. 


Pursuant to an order of June 10, 1912, a general investigation 
was made of the rates, practices, rules and regulations gov- 
erning the transportation of anthracite coal from the 
Wyoming, Lehigh and Schuylkill regions in the state of 
Pennsylvania to tidewater ports and interior points on the 
lines of the initial anthracite carriers; Held: 

1. Hard Coal Rates from Wyoming, Lehigh and Schuylkill Re- 
gions to Tidewater Unreasonable-—That the rates on an- 
thracite coal, prepared and pea and smaller sizes, in car- 
loads, applicable from producing districts in the Wyoming, 
Lehigh and Schuylkill regions in the state of Pennsylvania 
to tidewater ports and certain eastern interior points are 
unreasonable, and the rates. on anthracite coal, prepared 
and pea sizes, from said districts to other interior points 
are unreasonable and reasonable rates fixed for the future. 

. Prejudicial Trackage Arrangements for Benefit of Allied Coal 
Companies to Be Discontinued.—That the respondents by 
means of trackage arrangements and the free transporta- 
tion to junction points in the mining regions of coal ex- 
changed by their allied coal companies, have extended the 
advantages of interline transportation to their coal com- 
panies to the prejudice of other coal shippers to whom 
interline transportation at joint rates has been denied. Re- 
spondents required to establish through routes and publish 

joint through rates applicable thereto. 

3. Anthracite a Low Grade Commodity with Operating Costs 
Tending to Lower Operating Costs.—That anthracite coal is 
a low-grade commodity which is transported in vast quan- 
tities in trains of maximum tonnage. The tonnage loaded 
in each car is much greater than the loading of most other 
classes of traffic. Most of the anthracite tonnage is shipped 
from collieries whose daily production, measured in car- 
loads, is very large. These conditions tend toward lower 
operating costs. 

4. Concessions in Form of Credits and Free Use of Facilities 
Unlawful.—That concessions and offsets granted by re- 
spondents to their allied coal companies in the form of 
interest charges, royalty earnings, the use of valuable prop- 
erty at inadequate rentals, the free use of the carriers’ 
funds and credits, or by other means, are as pernicious 
as direct cash rebates. Such concessions and offsets are 
unlawful. 

. Lateral Allowances Paid to Shippers of Coal Unlawful Re- 
bates.—That lateral allowances paid to a coal shipper. in 
accordance with an agreement, alleged to be additional 
compensation for the use of a facility furnished by the 
shipper, are unlawful rebates. 


McCHORD, Chairman. 

Pursuant to an order of June 10, 1912, a general 
investigation was made of the rates, practices, rules, 
and regulations governing the transportation of an- 
thracite coal from the Wyoming, Lehigh and Schuyl- 
kill regions in the state of Pennsylvania to tidewater 
ports and interior points on the lines of the initial 
anthracite carriers; and whether such coal is mined 
or produced by or under the authority or control of 
common carriers engaged in the transportation thereof, 
or whether said common carriers are directly or in- 


to 


or 
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directly interested in the production or sale of the an- 
thracite coal, which they transport. 

These rates, practices, rules, and regulations have 
been, since the year 1890, the subject of several formal 
complaints to this Commission, and many informal com- 
plaints by shippers of anthracite coal. The Commis- 
sion’s order under, date of June 10, 1912, named all car- 
riers in official cMAssification territory, but it was found 
i extend the present inquiry beyond the 
and operations of the 11 initial anthra- 





Freight/rates on mafiy commodities are but _in- 
finitesimal” part of the ice which the consumer pays 
for such commodities. /On coal the freight rate is a 
more important facto Anthracite coal is very largely 
a fuel for domestic use, and it is a necessity. That 
reasonable freight rates should be charged for the dis- 
tribution of the great fuel tonnage herein involved is 
of vital importance to the producers, and of equal con- 
cern to the consumers. 

The initial anthracite carriers, respondents in this 
case, are: ; 

The Central Railroad Co. of New Jersey. 

Philadelphia & Reading Railway Co. 

The Delaware, Lackawanna & Western Railroad Co. 

Lehigh Valley Railroad Co. 

Erie Railroad Co. . 

Wilkes-Barre & Eastern Railroad Co.—New York, SuSque- 
hanna & Western Railroad Co. 

New York, Ontario & Western Railway Co. 

The Pennsylvania Railroad Co. 

The Northern Central Railway Co. 

The Delaware & Hudson Co. 

Excepting the Delaware & Hudson Co., and the 
Northern Central Railway, the railway lines of all these 
carriers extend to tidewater. The railway lines of the 
Delaware, Lackawanna & Western Railroad, Lehigh Val- 
ley Railroad, Erie Railroad, New York, Ontario & West- 
ern Railway, Pennsylvania Railroad, and Northern Central 
Railway extend to Lake Ontario and Lake Erie ports. 

Many of the facts and figures gathered during the 
investigation have been omitted from this part of the 
report, but in order that they may not be lost sight of, 
they are included in the appendix, which is made a part 
of this report. 

The railway lines of most of the initial anthracite 
carriers were constructed into the mining regions long 
prior to 1890. The Scranton branch of the New York, 
Ontario & Western was extended into the mining region, 
and completed in July, 1890. The consolidation and con- 
struction of a number of the railway lines making up 
the New York, Susquehanna & Western Railroad occurred 
during the eighties; its western connection, the Wilkes- 
Barre & Eastern Railroad, which extends westward from 
Stroudsburg, Pa., into the mining district (Wyoming 
region), was completed in 1893. . ~ 

Anthracite coal is mined in three regions in the 
state of Pennsylvania—the Wyoming, the Lehigh, and 
the Schuylkill. Practically the entire source of supply 
is confined to an area of 496 square miles, having an 
extreme distance from northeast to southwest of about 
100 miles. The tonnage (in to of 2,240 pounds) of 
anthracite coal shipped from theAhree regions was 3,358,- 
899 in the year 1850, 16,182,191An 1870, 36,615,459 in 1890, 
45,107,484 in 1900, and 71,2959716 tons in 1913. The ton- 
nage shipped has practically doubled since the year 1890. 
This large tonnage is produced from annproximately 302 
operations, collieries and washeries in the three regions. 

As stated in publications issugi in 1911 by the United 
States Geological Survey— 
the increase in the production anthracite bears an approxi- 
mate relation to the incre im population. This has been 
particularly marked during the last two decades, or since the 
use of anthracite for iron making has practically disappeared. 

This increase of consumption is limited, however, by 
the increasing use of gas as fuel, and of central steam- 
heating plants which burn bituminous coal. 

The breakers at the collieriés reduce the masses of 
coal from the mines into th arious sizes used for do- 
mestic and commercial pyposes. Washery operations 
have in recent years recg¥ered from the culm banks and 
turned into the chann of trade large quantities (ap- 
proximately 2,500,000 Yons annually) of the smaller sizes 
of anthracite coal. The first washery was installed in 
the year 1890. Anthracite coal is sold in the market in 
eight sizes, the size being determined by the dimensions 
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of the meshes of screens through, and over which the 
coal is passed. The standard screens are of the follow- 
ing dimensions for the sizes indicated: 






Through, Over, 
inches inches 
Size. square. square. 
OF QI ocak cob bes bho dee eon«tentaw stowed 4 2% 
PND: cidiniite a wrowsa 6 d.4cke imate auMbew bein dc meweniaan es one 2% 2 
stints cae cenetnaehns- eisai Gksdaaeedie 2 1% 
SS ee re Aen ee eae rear a anne 1% % 
tre he cab adhoc ich anica eee tine seg Ubwkeleecesesse 4 % 
Buckwheat. No. 1. ...<+0.00s % y% 
Buckwheat No. 2 or rice u% % 
Buckwheat No. 3 or barley % ts 


The sizes smaller than pea are a by-product in the 
preparation of domestic sizes. The sizes larger than pea 
are designated “prepared sizes” in the carriers’ freight 
tariffs. 


The stove and chestnut sizes are in the greatest de- 
mand and constitute 40 per cent of the total shipments. 
They are essentially sizes for domegfic use. Egg size is 
used largely in the furnaces of Yesidences, as is also 
the pea size, and the latter also/is used extensively in 
kitchen ranges. THe smaller, gizes come directly into 
competition with bituminous codl, and are used largely in 
eastern cifies inf hotels, apartment houses and office 
posing The/sizes larger than pea size constitute ap- 











proximately 61*per cent of the total tonnage shipped. 


It/is apparent, that anthracite coal is principally a 
domestic fuel. Its selling price at tidewater (the whole- 
sale price obtained by the operators) shows a very defin- 
ite upward trend during recent years, 34 to 49 per cent 
during the past 13 years, as is here indicated: 


1900 1913 Per cent 

price per price per In- of in- 

Size of coal. long ton. long ton. crease. crease. 
RE. Gacacccaesnaanebade $3.08 $4.47 $1.39 45.13 
BE hes aaachindwsaaaveeee 3.44 5.11 1.67 48.54 
WE Sod otimals a maccrdk oar 3.81 5.11 1.30 34.12 
CEE. idk enasacaccuna 3.84 5.35 1.51 39.32 
a ere 3.49 1.04 42.45 
ipantininas a Rey ele 1.98 2.75 By 38.88 
EE. aitalacstucuwasaacunace 1.34 2.00 -66 49.25 


Anthracite coal is consumed in a very broad market, 
geographically speaking. The latest available tables in 
government publications showing its distribution are for 
the year 1905. By assigning the tonnage shipped in 1913 
in the same ratios as were computed for the year 1905, 
the market distribution would be: 

















YEAR 1905. 
Per- 
Long tons centage. 
Pennsylvania, New York and New Jersey....41,501,569 67.58 
re rrr eer 8,692,504 14.15 
IN diss cerca Alain iecansele «se. d Sole 2,080,088 3.39 
Western states and Pacific coast............ 6,906,057 11.25 
Dominion of Canada and foreign ports....... 2,229,983 3.63 
SE 655.6 kos aeedwe tga eee es shee pam eee 61,410,201 100.00 
YEAR 1913. 
Per- 
- tons centage. 
Pennsylvania, New York and New Jersey....48,181,645 67.58 
ea re 10,088,344 14.15 
EE, oi ok 0 wus Siew ninieie tig sm ecm elope 2:416, 925 3.39 
Western states and Pacific coast............. 8,020,768 11.25 
Dominion of Canada and foreign ports....... 2,588,034 3.63 
EE 6bes sick Ee Sasa wanes eeaoteeeet 71,295,716 100.00 


Since this fuel is produced by separating the mine 
output into eight standard sizes, all these sizes must be 
produced at the same time. In certain months of each 
year, however, the consumption of domestic sizes is great- 
er than in other months, d the market demands for 
the steam sizes in some fmMonths exceed and in other 
months are less than th@&normal production. Therefore, 
if the collieries oper continuously, some of _ their 
product must be stored: In past years, to meet this situ- 
ation, anthracite was quite extensively stored in the car- 
riers’ cars for long periods, for whi no demurrage 
charges were assessed, and some the carriers con- 
structed large and costly storage f/plants. These plants 
were equipped with conveyors, gines, electric machin- 
ery, and structures to cover thefoal, and the cost ranged 
from $23,000 to $600,000 eaclW¥. The carriers also con- 
structed a large number of retail delivery trestles at 
various points on their lines of railway. A large number 
of the storage plants and trestles are, under leases from 
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the carriers, devoted exclusi¥ely to the business of the 
coal companies controlled the carriers. 

These carriers are a large extent interested in 
the mining and sale Af anthracite coal through their 
affiliations with or eir control of separately incorpor- 
ated coal companies’ Two of the carriers, the Delaware, 
Lackawanna & Western Railroad and the Delaware & 
Hudson Company, own coal lands and conduct mining 
operations. 







The Large Coal Companies. 


The Lehigh Coal & Navigation Company owns a large 
portion of the railway lines operated by the Central Rail- 
road Company of New Jersey. Under leases and agree- 
ments entered into during the years 1871 to 1833, to 
remain in effect for 900 years, the Central Railroad of 
New Jersey operates the railroads so leased, and the 
navigation company is obligated to ship 75 per cent of 
its output over the leased railway lines. The naviga- 
tion company is not controlled by the Central Railroad 
Company of New Jersey. 

The Delaware, Lackawanna & Western Coal Company 
was organized in 1909. Under an agreement in writing 
entered into at that time it ships and markets all of 
the coal mined by the Delaware, Lackawanna & West- 
ern Railroad Company. At the time the coal company 
was organized the Lackawanna Railroad paid an extra 
dividend of $13,000,000 to its stockholders, and its stock- 
holders were accorded the privilege of purchasing the 
$6,500,000 stock of the Delaware, Lackawanna & Western 
Coal Company. Most of them availed themselves of that 
privilege. 

The Lehigh Valley Coal Sales Company was organized 
in 1912, and commenced business on March 1, 1912, and 
under an agreement in writing it ships and markets al 
of the coal mined and purchased by the Lehigh V 


800 in stock,. giving the shareholders of the 
ley Railroad Company, the privilege of p 

stock. At the same time the Lehigh lley Railroad 
Company paid an extra dividend of $6,060,800 to its share- 
holders to provide them with the funds to purchase the 
stock of the coal sales company. 

The Reading Company, a holding company, owns the 
entire capital stock of the Philadelphia & Reading Rail- 
way Company and the Philadelphia & Reading Coal & 
Iron Company. 

With these exceptions, the stocks of the coal com- 
panies that ship the largest portion of the total tonnage 
of anthracite coal shipped over the railway lines of the 
several initial carriers are owned by the carriers, as is 
indicated in the following statement: 


Coal company. Owner of stock Date stock 
of coal com- Par value was 
pany. of stock acquired 
ae & Wilkes-Barre owned. by owner. 
ane eadbe cbs ve eualn | R. R. Co. of 
Me Bicisewactin $8,491,150 1874-1909 


Philadelphia & Reading 
Coal & Iron Co....... Reading Co.*... 
Hilside Coal & Iron Co..Erie R. R. Co.... 
Pennsylvania Coal Co..Erie R. R. Co.. 
Lehigh Valley Coal Co.L. V. my R. Co... 1,965,000 1875-1908 
Coxe Bros & Co., Inc...L. V. R. R. Co... 2,910,150 1906 
Scranton Coal Co....... a. ae 0. & Ww. 
ee Cit wstves 200,000 Feb. 2, 1899 
Ww 


Elk Hill Coal & Iron Co.N. Y. 0. & W. 
Ry. Co.......+ 60,000 Mar. 1, 1899 


8,000,000 Dec. 1, 1896 
1,000,000 Dec., 1895 
- 5,000,000 Mar., 1901 


y. 
Susquehanna Coal Co...P. R. R. Co..... 2,136,800 1873-1886 
Mineral B- R. & Mining 
ied benaaaes seunasae P. R. R. Co..... 100,002 1877-1891 
Summit Branch Mining 
igSly hs aed suneacrtodetee es Ss ans 25,000 Mar. 12, 1902 
Mineral R. R. ‘& ws. 
BE Pees Re AGS e ecoee.N. C. Ry. Co.... 199,998 1887-1891 
ae Coal Co.. weer ° & . Ces... .« 2,400,000 1901-1911 


*A holding company. 


The carriers own the entire outstanding stock of 
the coal companies named above, with but one excep- 
tion; the Central Railroad Company of New Jersey owns 
$8,491,150 of the $9,210,000 stock issued by the Lehigh 
& Wilkes-Barre Coal Company. 

The tonnage shipped during the month of November, 
1912, by the coal companies mentioned amounted to a 
very large proportion of the total tonnage shipped by 
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all shippers over each particular railway system as here 
shown: 


Tons Ratio 
(2,240 lbs.) to tota! 
shipped by tonnage 


affiliated coal shipped by 


Carrier and coal company. company. all shippers. 


Per cent. 

Cc. R. R. of N. J., Lehigh & Wilkes-Barre f 

CN OO | winecun ¢i0ns bende dbanpeiawer.s 466,634 52.65 
Cc. R. R. of N. J., Lehigh Coal & Naviga- 

RRS Se ee ee ea Ae alia 236,076 26.64 
P. & R. Ry. Co., Philadelphia & Reading 

ee ee CO ws enseeneadinecaneed daos 1,074,443 80.04 
D., L. & W. R. R. Co., Delaware, Lacka- 

wens @ Westerm® Conl CO... ...ccccccces 881,063 94.01 
mS &: Co., Mudsom Coal C6. .66iseccccss 644,084 76.25 
L. V. R. R. Co., Lehigh Valley Coal Sales 

She Sitti o'nstn sda i a «ee oc caine ow conan a 930,827 77.24 
P. R. R. Co. and N. C. Ry. Co., Susque- 

IR SRE Re Rot a ea 555,380 66.71 
Erie Lines— 

Pee reemtee OOO) OO. 06 sao. cccnesesevies 466,000 70.82 

ES eS "=e. ea ara ae 126,000 19.15 
N. Y., O. & W. Ry. Co., Scranton Coal Co. 277,508 89.58 


Rates on Anthracite Coal. 


Generally speaking, all the collieries on the lines of 
any one of the initial carriers in each region are, under 
the schedules of rates established by the carriers, cov- 
ered by blanket rates to a particular destination; that 
is, the several collieries in each region are placed in 
one group taking the same rate, although the distance 
between the collieries in the group may be 50 miles, 
more or less. To many important groups of destinations 
also the rates via any given line are frequently the 
same; that is, they are blanketed from all the regions 
reached by that line. Exceptions to this rule apply prin- 
cipally to local short-haul rates. 


Joint rates are in effect via all lines to Chicago, 
Peoria, Joliet and East St. Louis, the gateways to points 
west of official classification territory. The proportion 
of such joint rates that accrues to the lines east of 
Buffalo is $1.75 per ton (2,240 pounds) on all sizes, such 
proportion being 25 cents per ton lower than the car- 
rier’s local rates on prepared sizes to Buffalo. To other 
points in central freight association territory the rates 
generally are based on combination of the local rates 
to and beyond Buffalo; but the Erie publishes rates to 
points on the line which it operates, extending westward 
to Marion and Dayton, Ohio, and the Pennsylvania pub- 
lishes rates to points on its own line, and to points on 
its affiliated lines extending to fhicago and St. Louis. 
The rates of the Erie and Leigh Valley to Buffalo on 
anthracite coal destined forfeshipment over Lake Erie 
are 25 cents per ton highér than their local rates to 
Buffalo. Joint rates have been established to Montreal, 
Ottawa, and a few other Canadian points; to other 
Canadian points the rates are combinations of the rates 
to and beyond the lake ports. 

Through rates to New Epéland points are made via 
New York City, the Poughkgépsie bridge, and the Albany 
gateways, and are influen to a large extent by the rates 
to tidewater for reshipmént, plus the rates beyond the 
tidewater ports by rail or by water to points in New 
England. 











Rates to Tidewater. 


For many years a large number of the independent 
operators sold their anthracite coal production at the 
mines to the carriers, or to their allied coal companies, 
in accordance with the terms of “percentage contracts.” 
Instead of a fixed money price per ton. it was provided 
in the contracts that the independent operator who so 
sold and delivered his coal f. o. b. cars at the mines 
should receive a certain per cent of the average price 
at which that grade of coal was sold in the tidewater 
market of New York harbor. These contracts have been 
considered at length in the decision of the Supreme Court 
in the Reading Co. and Temple Iron Co. cases, 226 U. 
S., 324. 


The percentage of the tidewater selling price paid 
to the operators on prepared sizes of coal was, in the 
early years, about 40 per cent. It gradually increased 
in later years, reaching.50 and 55 per cent in the eighties, 
60 per cent in 1892, and 65 per cent on Nov. 1, 1900. 
The contracts were commonly designated as 60 per cent 
contracts, 65 per cent contracts, etc. The remaining por- 
tion of the selling price of the coal, 40 or 35 per cent 


in the more recent years, was the freight rate which the 
carriers charged the individual operators who elected to 
ship their own coal production to tidewater. The per- 
centage freight rate was also applied on anthracite coal 
shipped to Buffalo in the early days. In 1882 the Read- 
“ing Railroad’s rate on anthracite coal to Buffalo was 57 
per cent of the selling price at Buffalo. - 

In July, 1901, several of the carriers took action to 
establish fixed or flat rates to tidewater. Six of them, 
the Reading, Lehigh Valley, Jersey Central, Lackawanna, 
Erie, and Susquehanna & Western, were represented on 
the board of directors of the Temple Iron Co., which was 
merely a holding company for the several carriers. Read- 
ing case, 226 U. S., 350, 351, 354. At a meeting of the 
board of directors of the Temple Iron Co., held in New 
York City, on July 2, 1901, a resolution was adopted 
appointing a committee to consider the advisability of 
establishing fixed or flat rates on anthracite coal to 
tidewater. 

The evidence shows that the purposes indicated in 
that resolution were carried into effect by the appoint- 
ment of a committee whose membership and action are 
shown in the following letters: 

Pennsylvania Coal Co., Hillside Coal & Iron Co., 


New York, Susquehanna & Western Coal Co., 
Office of Presidept, 


21 Cortlandt Street, New York, July 9, 1901. 


Mr. C. E. Henderson, 
General Manager P. & R. C. & I. Co., 143 Liberty Street, 
New York. 

Dear Sir: Referring to the resolution adopted at the meet- 
ing of the Temple Iron Co., held in New York on the 2d instant, 
reading as follows: 

“Moved and seconded that Mr. Cumming, Mr. Sayre, Mr. 
Henderson, Mr. Caldwell and “Mr. Warren be appointed a com- 
mittee to consider the advisability and expediency of making a 
40 per cent rate to outside shippers, or a flat rate, and, if so, 
what rate.”’ 

All parties interested having signified their ability to at- 
tend at such time, I beg to confirm the call for a meeting of 
the above-named committee to be held at this office at 11 a. m. 
on Wednesday, July 10. 

Very respectfully, yours, 
G. M. CUMMING, President. 





Pennsylvania Coal Co., Hillside Coal & Iron Co., 
Office of the President, 
New York, July 11, 1901. 
W. H. Sayre, 
Vice-President L. V. Coal Co., New York. 
Cc. E'. Henderson, 
Second Vice-President P. & R. Ry. Co., Philadelphia. 
Cc. H. Warren, 
Vice-President C. R. R. of N. J., New York. 
B. D. Caldwell, 
Traffic Manager D., L. & W. R. R. Co., New York. 
Gentlemen: At the meeting, held at 21 Cortlandt Street, 
New York, on Wednesday, July 10, 1901, Mr. Baer’s letter was 
read, and after consideration, it was understood that, in the 
opinion of all present, his first question should be answered in 
the negative, to wit, that it is not advisable or expedient to 
make a 40 per cent rate to outside shippers. It was the opinion 
of all present that a flat rate shou!d .be made, and the follow- 
ing schedule was considered fair, reasonable and satisfactory: 
Per gross ton, 


I SO on cic camem haba cee $1.60 
Ra cr ee eee 1.45 
I is a cian ype sven eich dich aren ene angie 1.30 
TS re ee 1.15 
pO Se a errr er errr eer 1.15 


The above rates would apply as a basis from the mines to 
New York tidewater points and would be subject to the usual 
differentials. 

No action is to be taken looking to the establishment of 
these rates until further advices have been received from Mr. 
Henderson. 

Very respectfully, yours, 
G. M CUMMING, Chairman, 


The Commission has endeavored to obtain from the 
carriers a copy of the letter written by Mr. Baer, re- 
ferred to in the foregoing letter under date of July 11, 
1901, but counsel for the carriers have asserted they were 
unable to find and produce it. It is clearly shown in a 
letter written by the general freight agent of the Lehigh 
Valley Railroad on the date Aug. 2, 1901, to 11 outside 
shippers or individual shippers of anthracite coal on its 
line, that the flat basis of rates described in the letter 
of July 11, 1901, was put into effect by the Lehigh Valley 
Railroad. 

Lehigh Valley Railroad Co., 


New York, Aug. 2, 1901. 
Messrs. Ayers & Bros., 
American Life Building, Philadelphia, Pa. 

Gentlemen: Taking effect Aug. 1, 1901, the rates on an- 
thracite coal to Perth Amboy, N. J., for reshipment as shown 
on our Coal Tariff I. C. C. No. D30 and supplements will be the 
net rates charged by our company. In other words, no adjust- 


VAl. XVI, No. § 


— pet 


ee ae a. oe 


—— ee ee ee | 


al 


August 21, 1915 


ment on percentage basis will be made on and after that date. 
The rates are as follows: 


ides ecare tiene. 1-4: waiblentuguied nob abo hehe EER we, Sirk 1.40 
SE oo nnd ote anicn at ootia belts stpae ote 1.25 
meer neet Mok. :2 ANE Bi. ..cccc anecsswsye ves 1.10 


Yours truly, 
GEORGE S. TAYLOR, General Freight Agent. 

Similar letter sent to Whitney & Kemmerer; W. K. Mason; 
Peale, Peacock & Kerr; Robinson, Hayden & Co.; W. R. Mc- 
Turk & Co.; Wm. Nichols & Co.; Madeira, Hill & Co.; Mill 
Creek Coal Co.; Meeker & Co.; Righter & Marshall. 

The rates to the lower ports are 5 cents per ton less 
than those to the upper ports, because of the higher 
cost. of lighterage from the lower ports. Thus the rates 
to New York City are equalized. 


Giving consideration to this 5-cent rate differential, 
and to that portion of Mr. Cummings’ letter, which reads, 
“The above rates would apply as a basis from the mines 
to New York tidewater points. and would be subject to 
the usual differentials,” it appears that the flat basis of 
rates adopted by the committee was established and has 
continued in effect to date as the-published tariff rates 
on the lines of the several carriers that reach tidewater 
with the following exceptions: 


The Pennsylvania Railroad established rates of $1.40 
per gross ton on prepared sizes, $1.25 per ton on pea 
size, and $1.15 per ton on buckwheat. These rates are 
lower than the rates of the other carriers. They were 
established some time prior to the date the other car- 
riers established the flat basis of rates to tidewater, and 
at a time when the price of coal was Jower. As the per- 
centage of the current selling pri of the commodity 
became the tariff rate, the carrierfthat first established 
it as the tariff rate now has in fffect lower rates than 
the other carriers who had t advantage of a higher 
selling price for their basic rate. 

The rates of the Delaware, Lackawanna & Western 
Railroad to tidewater are 2 cents per ton lower than 
the rates described in Mr. Cumming’s letter of July 11. 
They were established two years later; that is, in 1903. 
Prior to 1903 there was no published tariff rate to Hobo- 
ken via the Lackawanna lines on anthracite coal for trans- 
shipment by vessels. 

In the Marian case, 24 I. C. C., 140, (The Traffic World, 
June 29, 1912, p. 1294), the Commission ordered a re- 
duction in the rates of the Delaware, Lackawanna & 
Western Railroad from the Taylor district and intermedi- 
ate points of shipment, and in the Meeker case, 21 I. 
C. C., 129, (The Traffic World, July 8, 1911, page 68), a 
reduction of the Lehigh Valley’s rates from the Wyoming 
region. 

The rates actually charged by the Lehigh Valley 
Railroad Company for the transportation of anthracite 
coal (per ton of 2,240 pounds) from the mines to tide- 
water, for the month of November in the years named, 
were: 












Year, Prepared sizes. Pea. Buckwheat. 
SY Sie Fem tv lanteassensee $1.3930 $1.1225 $1.1312 
ee ere eee 1.4965 1.1695 
FI aces Kemumctipaene anaes 1.55 1.2290 
1901-1910, inclusive...... 1.55 $1.25-1.20 


We here have the history ofthe tidewater anthracite 
rate structure of these severgf carriers. The prevailing 
percentage rates at the ti the flat basis of rates was 
adopted became the tariff rates to tidewater. The definite 
upward trend of the rates based on a percentgée of the 
selling price is clearly set forth in the Lehi Valley fig- 
ures. Rates based on a percentage of thg selling price 
of a commodity whose selling price inergased from year 
to year would naturally climb to an exce¥sive basis. While 
the adoption of a flat basis of rates in 1901 and 1903 
arrested the progressive increase in the rates, the evi- 
dence clearly shows that the percentage rates of which 
the flat or tariff rates were an adaptation were excessive 
rates. There is here presented a condition wherein car- 
riers who were also dealers, not in their capacity as car- 
riers but as dealers in the commodity, through the agency 
of the Temple Iron Co., established rates on anthracite 
coal for all shippers to tidewater. The Supreme Court 
in the Temple Iron Co. case, 226 U. S., 348, recently held 
that the Temple Iron Co., to whom these carriers in the 
manner described, delegated the power to fix rates, was 
an agency used by several of these carriers for the un- 
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lawful purpose of gaining a monopoly of the sale of 
anthracite coal in the markets. 


The Percentage Contracts Established Excessive Rates. 


Two of the respondent carriers, the Delaware, Lacka- 
wanna & Western Railroad Co., and the Delaware & 
Hudson Co., owned coal-producing lands, conducted min- 
ing operations, and sold their coal production in the 
markets. The other respondent carriers were indirectly 
engaged in the production and sale of anthracite coal 
by the means of coal companies, which they owned and 
controlled. The contracts whereby the carriers or their 
affiliated coal companies purchased the output of the in- 
dividual shippers at the mines thus enabled the carriers 
to obtain control of the coal production of the independent 
operators, and prevent it from being sold in the markets 
in competition with the output from their o mines or 






226 U. S., 358. The individual operator 
of two alternatives—he could sell hi 
road interests at the mines at the 65 per cent contract 
price established by these interests, or, if he elected to 
ship his coal production to market, he must pay the 
freight rates established by the same interests. It ap- 
pears that the 35 per gént division of the selling price 






oad interests at’ the mines than to ship 
it to market.’ We quote the following from the opinion 
of the Supreme Court in the Reading case, 226 U. &., 


367, 368: ; ’ 


That per cent of the average price at tidewater retained by 
the buyer was assumed to cover the freight, waste and cost 
of sale. There is evidence tending strongly to show that an in- 
dependent accepting one of these contracts realized slightly 
more than he could realize if he had shipped and sold on_his 
own account. This advanced price, therefore, as charged in 
the bill, constituted a great inducement to draw the independ- 
ents within the control of the defendants, and makes it highly 
probable that if not enjoined théy will absorb the entire inde- 
pendent output. 

Upon this aspect of the case we find ourselves in agreement 
with Judge Buffington, who concluded a discussion of the evi- 
dence by saying (183 Fed. Rep., 474): 

“By such perpetual contracts * * * these defendant 
railroads through their subsidiary gfoal companies severally 
made with other collieries these biners withdrew and still 
continue to withdraw, such progfct, for all time, from com- 
petition, either in interstate nsportation or sale. To my 
and effective agency for the 
gradual, unnoted absorptio y interstate carriers of the re- 
maining interstate product than these perpetual contracts.” 


The evidence in this case conclusively shows that 
the rates on this commodity were established at an ex- 
cessive basis, and clearly it was so done for the purpose 
of eliminating the independent output as a factor of com- 
petition in the markets with the railroad interests’ out- 
put. That the proportion of the proceeds from the sale 
of this commodity—that is, the 40 or 35 per cent of the 
selling price which was the foundation of the freight 
rate—was an unjust and unreasonable exaction by the 
carriers is indicated in a letter written on Nov. 1, 1906, 
by the president of the New York, Ontario & Western 
Railway to President Baer of the Reading, in which he 
used the following language 
















ivision of the market price be- 
sporter, as expressed in tariffs, 
I use the term “‘division,’’ be- 


I am convinced that the 
tween the producer and t 
needs readjustment at o 
cause the business sin 
the basis of percentages (i. e., division), and that fact is uni- 
versally known and has been admitted by both sides in every 
controversy over rates. 

Our present tariff to tidewater looked at from the ton-mile 
basis alone is relatively low, and I should not feel disposed to 
reduce it at present, were it not for our relations to our coal 
companies, and through them, with the 65 per cent contract 
business, 

No company can buy coal on that basis, pay the full tariff 
rate, and get back out of the coal purchased its cost, 

That I know is true of our own coal companies; I know, 
also, that it is true of the Lehigh Valley, and as no other com- 
panies get more for their coal, it must be true of all others, in 
—_ less unfavorable, however, to those who have large line 
trades. 

I believe it cannot be denied that, with the exception of 
the companies most favorably located for economical mining, 
there is not a fair profit to the large companies if the existing 
tariff is paid. 

The last published statements of the Lehigh Valley and of 
your own company, the latter showing a gross business of up- 
wards of $34,000,000, with only an insignificant return on a 
portion of the capital invested, during one of the most prosper- 
ous years in the coal trade, demonstrate that there is an un- 
fairness in the division. 
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This company, until thgy Hepburn act took effect, itself pur- 
chased, on the 65 per basis, all the coal produced on its 
line, taking as freight thé net result of sales, 

The coal company owned by the railroad compens now sells 
its own coal 4nd purchases the coal of the other producers, and 
is charged with the tariff rates. It cannot continue to do so 
and meet its obligations, and I do not propose to swell railroad 
earnings, while making book assets of uncollectible advances 
to_coal companies to make up deficiencies. 


It has been the policy for many years of these car- 


and sale of 
operty they coveted were 


riers to gain a monopoly of the productio 
anthracite coal. Those whose 
at their mercy, as they must her pay te toll in freight 
rates, which these carriers ose to exact or accept the 
price for their product, whfch the the carriers or their 
coal companies elected to pay. This policy of the car- 
riers is well illustrated in a statement appearing in the 
report of the Lackawanna Railroad to its stockholders 
for the year 1900, which we here quote: 






The outlook for the future seems most promising. The re- 
cent transactions whereby certain important anthracite coal 
properties have changed ownership or control, concentrates this 
important industry in fewer hands than ever before and places 
it on a permanently better basis than hitherto. x 

These changes, the prices paid for the properties trans- 
ferred, the strength and conservatism of the interests acquir- 
ing same, all would seem to promise future market conditions 
that amount almost to a guaranty to this company of highly 
satisfactory results to its stockholders from both its extensive 
coal properties and its railroad operations. 


In 1901, the Reading interests having purchased capi- 
tal stock of the Central Railroad of New Jersey, paying 
a premium of $65 per share on 145,000 shares of the 
stock, the management of the Reading made the follow- 
ing comment as to the advantagey of that purchase: 





The acquisition of the control the Jersey Central is not 
only of enormous advantage becau of the additional facilities 
given to the system, but throughf/this acquisition the Reading 
system now owns and contro!lsybout 63 per cent of all the 
unmined anthracite coal in the state of Pennsylvania. 


The carriers for many years were allowed a free 
hand in the institution of freight rates. It is evident 
that they used that great power not with the view of 
establishing reasonable freight rates, but with the intent 
to establish rates on this commodity that were high 
enough to remove the production of the independent oper- 
ators from the field of competition with the coal mined 
by the railroad interests. 


In the Reading case, supra, 358, 359, the Supreme 
Court held: 


The anthracite field was very limited. The means for trans- 
portation from the mines to seaboarg shipping points were in 
the hands of the defendant carriers.f They, together with their 
subsidiary companies, controlled ay®ut 90 per cent of the coal 
deposit and about 75 per cent of the annual output. If the 
remaining output, that of the ing#@pendent operators along their 
several lines, could be controll as to production and sale at 
tidewater points, there would\¥fevitably result such a dominat- 
ing control of a necessity of*life as to bring the scheme or 
combination within the condemnation of the statute. 


* * ad * * 


That for a long time many of the independent operators 
had been selling their output to their great rivals, the defend- 
ant carriers and their several coal companies, is true. By 
means of such sales and deliveries at their own breakers, the 
sellers avoided freight, waste and expenses of sales through 
agents, etc. The price they would thereby realize was fixed, 
and they ‘were not dependent upon a fluctuating market. So 
long, therefore, as they could sell to their rivals at their break- 
ers to better advantage than they could ship and sell on their 
own account, the method appealed to them. But obviously, 
buyer and seller were not upon an equal plane. The former 
had control of freight rates and car service. The seller must 
pay the rate exacted and accept the car service supplied him 
by the buyer, or appeal to the remedies afforded by the law. 
If the rate of freight to tidewater was onerous and was imposed 
upon the coal produced by the defendants and their allied coal 
producers without discrimination against the coal of the inde- 
pendent shipper, it would nevertheless bear upon the latter op- 
pressively, since the rate paid would find its way into the pocket 
of the defendants. Therefore, it was that the higher the freight 
rate, the greater the inducement to sell to the carrier com- 
panies. That the conditions were not accepted by the inde- 
pendent producers as satisfactory, is evident. The majority at 
all times stood out, and those making such agreements, as well 
as those refusing to do so, maintained an agitation for better 
freight rates and better prices for those who preferred to sell 
at their breakers. 







oS 


We further quote from the cour 
case at page 364. 





decision in the same 


The persistent effort of the indfpendents to bring into the 
field competing carrier and coa oducing companies was a 
menace to the monopoly of tranSportation from that field to 
tidewater, which the defendants collectively possessed. 
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Unnecessary Railway Construction and Projected Railway 
Lines. 


As to most classes of traffic the interests of the car- 
rier are promoted by the increase and development of the 
business of its shippers, and by their increasing pros- 
perity. Such conditions and suchfelations existing be- 
tween carriers and shippers teng toward the establish- 
ment of reasonable rates. ButAin the anthracite traffic 
the welfare of the shippers Was incompatible with the 
interests of the carriers in thWir capacity as dealers. The 
history of the development of anthfacite mining presents 
a series of persistent but parently unsuccessful 
struggles by the individual opefYators against the condi- 
tions imposed by the carriers¥ In their efforts to over- 
come the oppressive rates and selling conditions imposed 
by the carriers the independent operators and shippers 
did all in their power to promote the construction of ad- 
ditional railway lines. Some of such efforts were unsuc- 
cessful, but at the present time eight railway lines ex- 
tend into the Wyoming region, and reach the collieries 
therein, and seven of those lines extend from the Wyoming 
region to tidewater. It is apparent that the Wyoming 
region was already adequately served by railway lines 
before the extension of the last two lines, the Ontario 
& Western and the Susquehanna & Western, into that 
region subsequent to 1890. Under normal conditions, 
wherein the interests of the carrjers and the shippers 
were not antagonistic, with the cghstruction of additional 
tracks when needed the region/would have been amply 
served by the six railway lings which were constructed 
into that region prior to 189 Under existing conditions 
the anthracite tonnage is/charged with the burden of 
earning an income on th®&investments in a large portion 
of two railway lines which were not required, and which 
surely would not have been constructed had proper con- 
ditions existed in the marketing of the commodity. 

The resistance of the individual operators to the 
rates and selling conditions imposed by the carriers is 
well illustrated by the efforts of the individual operators 
to cause the construction of additional lines of railway 
into the Wyoming region. The construction of two of 
these projected lines, the New York, Wyoming & West- 
ern and the Delaware Valley & Kingston, was prevented 
by the action taken by several of the respondent car- 
riers. Although the existing lines were apparently capable 
of rendering all the transportation services needed, the 
onerous conditions imposed by the transportation inter- 
ests caused the individual operators to seek relief in 
new railway projects and in trackage arrangements rather 
than accept the rate and selling conditions extended to 
them by the respondent carriers, as here shown. 
















New York, Wyoming & Western Railroad. 


In 1898 the New York, Wyoming & Western Railroad 
was projected as a means of relieving the situation. It 
was to be a competing line of railway from the Wyoming 
region to a point on the Delaware River, where connec- 
tion was to be made with two or more lines extending 
to shipping points at New York harbor. Large subscrip- 
tions of stock were taken, the line in part was surveyed, 
parts of the right of way were procured, and a large 
quantity of steel rails was contracted for. Its chief back- 
ing came from independent operators, the most  im- 
portant and influential of them being the firm of Simp- 
son & Watkins, which controlled and operated in the 
Wyoming region eight collieries, having an aggregate an- 
nual output of more than 1,000,000 tons. Five of the 
earriers respondents in this case and the Reading Com- 
pany, using the Temple Iron Co.* for the purpose, pur- 


*The five carriers and Reading Co. acquired the stock of 
the Temple Iron Co., a Pennsylvania corporation, and used that 
corporation to acquire the properties of Simpson & Watkins 
and thus detach from the projected New York, Wyoming & 
Western Railroad the powerful support of Simpson & Watkins. 

“The capital stock of the Temple Iron Co., aggregating 
$240,000, was all secured. That company was then operating a 
small iron furnace near Reading. Its assets were smal!, but its 
charter was a special legislative charter, which gave it power 
to engage in almost any sort of business, and to increase its 
capital substantially at will. Control of that company having 
been secured, it was used as the instrument for the purpose 
intended. 

“* * * The financial arrangements seem to have been 
made through Mr. Baer, who was the president of and a large 
stockholder in the Temple Co., and Mr. Robert Bacon, of the 
firm of J. P. Morgan & Co. Shortly stated, it was this: The 
Temple Co. increased its capital stock to $2,500,000 and issued 
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chased the properties of Simpson & Watkins for approxi- 
mately $5,000,000. As a result of this purchase the five 
carriers and Reading Co. own $2,260,000 stock of the 
Temple Iron Co., on which they have received no divi- 
dends, and they are guarantors of bonds of the Temple 
Iron Co. to the extent of $3,500,000. The construction 
of the New York, Wyoming & Western Railroad was 
effectually discouraged by this purchase. As a result of 
the decision (December, 1912) by the Supreme Court in 
the Temple Iron Co. case, 226 U. S., 346, the said stock- 
holders of the Temple Iron Company were enjoined from 
voting their stocks, receiving dividends from, or exercis- 
ing control over the affairs of, the Temple Iron Co. 


Delaware Valley & Kingston Railroad. 


In 1899 there arose another movement, backed by 
the individual operators, for a new railway from the 
mines in the Wyoming region to tidewater. It was pro- 
moted principally by the Pennsylvania Coal Company, 
one of the greatest of the individual operators and ship- 
pers. This company controlled a coal-gathering road, 
the Erie & Wyoming Valley Railroad, which had a capital 
stoek of $1,500,000, of which the Pennsylvania Coal Com- 
pany owned 51 per cent and the Erie Railroad Company 
49 per cent. The coal company proposed to extend this 
road to Lackawaxen, Pa., and to cause the construction 
from that point of a railway line to Kingston on the 
Hudson River, following practically the line of the aban- 
doned Delaware & Hudson Canal between those points. 
To this end the coal company caused to be organized 
the Delaware Valley & Kingston Railroad Co., in Novem- 
-ber, 1899. The application of the Delaware Valley & 
Kingston Railroad to the Board of Railroad Commission- 
ers of the State of New York for a certificate that pub- 
lic convenience and necessity required the construction 
of the railroad was strenuously opposed by the Erie Rail- 
road Co. and by the New York, Ontario & Western Rail- 
way Co. While this project was being developed J. P. 
Morgan & Co., on behalf of the Erie Railroad Co., pur- 
chased the entire capital stock of the Pennsylvania Coal 
Co. As a result of this purchase J. P. Morgan & Co. 
delivered to the Erie Railroad the following securities: 





No. of Par 

Capital stock of— shares. value. 
Pennsyivania Coal Co. ......sccccccccecscccces 100,000 $5,000,000 
Erie & Wyoming Valley R. R. Co............ 15,200 760,000 
Delaware Valley & Kingston R. R. Co...... 2,500 250,000 
TN nnn chi wer kswdrseiaenasetatoneaaas 117, 700 $6,010,000 


In payment for these securities, which had a par 
value of $6,010,000, the Erie Railroad Co. issued, in March, 





mortgage bonds aggregating $3,500,000. Simpson & Watkins 
agreed to sell to the Temple Co. their properties for something 
near $5,000,000. They accordingly transferred to the Temple 
Co. the capital shares in the several coal companies, holding 
the title to their eight collieries, and received in exchange 
2,260,000 in the shares of the Temple Co. and $3,500,000 of its 
mortgage bonds. By contemporaneous instruments Simpson & 
Watkins transferred to the Guaranty Trust Co. of New York, 
as trustee, this capital stock and $2,100,000 of the bonds of the 
Temple Co., and’ received from the guaranty company $3,238,- 
396.66 in money and $1,000,000 in certificates of beneficial! inter- 
est in the stock of the Temple Co. The guaranty company 
seems to have been but a medium and was accordingly pro- 
tected by a contemporaneous contract with the Reading Co. 
and the other carrier defendants by which they severally con- 
tracted with the guaranty company to purchase the Temple 
Co.’s capital stock in a certain agreed proportion or percentage 
of the total capital stock, and to guarantee the bonded debt of 
the Temple Co. in the same proportion. A large proportion of 
the bonds and of the beneficial certificates of interest in stock 
of the Temple Co. was later guaranteed, or underwritten, by a 
syndicate, including J. P. Morgan, William Rockefeller, the 
guaranty company, and others. 

“Thus, it came about that when this bill was filed the stock 
of the Temple Co., which, as seen, is a mere holding company 
for the several defendant carrier companies, was owned by the 
defendants, and the obligations of that company were guaran- 
teed by them in proportions based on the percentage of the to- 
tal anthracite tonnage carried annually by each of the defend- 
ant carriers, namely: The Reading Co. and the Reading Rail- 
way Co., being treated as one and the same in this matter, 
29.96 per cent; the Lehigh Valley Railroad Co., 22.88 per cent; 
the Central Railroad of New Jersey, 17.12 per cent; the Dela- 
ware, Lackawanna & Western Railroad Co., 19.52 per cent; the 
Erie Railroad Co., 5.84 per cent;,the New York, Susquehanna & 
Western Railroad Co., 4.86 p cent. At the time this proof 
was taken the average annugf output of the collieries thus ac- 
quired was about 1,600,000 s, and in the last year the output 
This combination of the defendants 
o. was effective in bringing about the 









through the Temple Iron 
designed result. The 
Co. was successfully s®angled, and the monopoly of transporta- 
tion collectively held by the six defendant carrier companies 
was maintained.” Temple Iron Co. case, 226 U. S., 349. 
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1901, to J. P. Morgan @/Co., $5,000,000 of its first 
ferred stock and $32,0007000 Erie Railroad Company 
sylvania collateral 4 per cnt coupon gold bond 

Erie Railroad paid a premium of approximately $30,000,000 
for this property, and it charged the premium to its cost 
of road. The Erie’s income from the Pennsylvania Coal 
Co. has paid the bond interest and sinking fund obliga- 
tions, so that it has not sustained a loss of income to 
date as a result of this purchase. 


Coxe Brothers & Co., Incorporated. 


In the Meeker case, 21 I. C. C., 129 (supra), it was 
shown that Coxe Brothers & Co., a corporation which 
controlled and operated collieries in the Wyoming region, 
instead of shipping its product at the rates established 
by the Lehigh Valley transported its own production to 
tidewater over the tracks of the Lehigh Valley Railroad 
Company. This coal company, prior to 1905, owned and 
operated a small lateral railroad, the Delaware, Susque- 
hanna & Schuylkill Railroad, which connected its col- 
lieries with the tracks of the Lehigh Valley Railroad 
Co. 

After January, 1894, the Coxe coal, instead of being 
carried to Perth Amboy in the trains of the Lehigh Val- 
ley, was transported to tidewater in the trains of the 
Delaware, Susquehanna & Schuylkill Railroad and by its 
motive power, under a trackage contya@ct between that 
road and the Lehigh Valley, which pfovided for the use 
of the tracks of the latter compa from Stockton Junc- 
tion to Perth Amboy; a distapée of approximately 125 
miles. The agreed compensgfion to the Lehigh Valley 
for the use of its track as 2% mills per gross ton- 
mile, or 35.94 cents per*gross ton for the haul from 
Stockton Junction to Perth Amboy. The Lehigh Valley 
unloaded the coal at Perth Amboy into vessels or bins 
and performed other terminal services, for which it 
charged Coxe Brothers 12 cents per ton. Additional pay- 
ments were agreed upon from time to time for other 
services by the Lehigh Valley, such as supplying addi- 
tional motive power to push trains over grades, furnish- 
ing coal to Delaware, Susquehanna & Schuylkill locomo- 
tives, repairing cars at Perth Amboy, and similar inci- 
dentals. 

The contract of January, 1894, remained in force until 
April, 1904, when it was replaced by another contract 
substantially similar in all material respects, and provid- 
ing for the same compensation to the Lehigh Valley. The 
new contract was to remain in effect for a period of 15 
years. The contract removed an incentive to the construc- 
tion of further new lines into the territory tributary to 
the Lehigh Valley system. It remained in effect, how- 
ever, only until 1905, when the Coxe properties were 
purchased by the Lehigh Valley Railroad, thus effecting 
by purchase what had previously in secured by means 
of a contractual arrangement. 

In November, 1905, the 














igh Valley Railroad Co. 
issued $19,000,000 of its 4 cent 20-year bonds, prin- 
cipal due in semi-annual stallments of $500,000—that 
is, $1,000,000 per annumfand with the proceeds of these 
bonds it purchased t property of Coxe Brothers & Co. 
The Lehigh paid $17,440,000 for the capital stock (par 
value $2,910,150) of Coxe Brothers & Co., and $1,500,000 
the par value of the stock of the Delaware, Susquehanna 
& Schuylkill Railroad. For this premium of $14,000,000, 
which the Lehigh Valley paid for the Coxe Brothers stock, 
it has no equivalent asset, for the balance sheet of Coxe 
Brothers & Company shows that its liabilities exceeded 
its assets by $30,000 in 1912. The Lehigh Valley’s dis- 
bursements for interest charges on its bond issue ex- 
ceeded its income from Coxe Brothers & Co. by $1,000,000 
to the date June 30, 1912; and further it is obligated to 
and does pay off each/year $1,000,000 of the bonds. 


Conduct of the Carri and Their Allied Coal Companies. 


The act to regylate commerce imposes on these car- 
riers the obligati to establish and maintain just and 
reasonable rates¥ and it prohibits the granting of re- 
bates or concessions from or offsets against the estab- 
lished rates, whereby interstate shipments shall by any 
device be transported at less than the lawfully established 
rates, or whereby any advantage is given or discrimination 
is practiced amongst shippers. Although published rates 
may be. collected on the shipments transported, conces- 
sions and offsets may be extended by the carriers or the 
interests who control the carriers to favored shippers. 
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These concessions and offsets are as pernicious as direct 
rebates, and it matters little whether they are in the 
form of cash payments, interest charges, royalty earnings, 
the use of valuable property at inadequate rent, the free 
use of the carriers’ funds or credit, or other insidious 
means, if they confer concessions and advantages which 
place certain shippers in a position of preference and ad- 
vantage over competitors who are also customers of these 
carriers. Some of the advantages granted to the coal 
companies that are allied with the carriers are disclosed 
by the following facts established in this case: 


Reading Companies. 


The evidence shows that prior to the reorganization 
of the Reading companies in November, 1896, the Phila- 
delphia & Reading Railroad had advanced to the Phila- 
delphia & Reading Coal & Iron Co. $76,154,000. The in- 
debtedness was represented in part by securities given 
by the coal and iron company amounting to $8,000,000 
in stocks and $40,000,000 in bonds, and the remainder 
consisted of unsecured loans and advances. In Decem- 
ber, 1896, the books show that Reading Company, the 
present holding company, became the owner of this debt 
(stock $8,000,000, loans $68,154.000) and the creditor of the 
coal and iron company. During the pgriod from Decem- 
ber, 1896, to October, 1913, the holding’ company extended 
to the coal and iron company finaycial aid and assist- 
ance, which increased the indebtedngss from time to time, 
so that in October, 1913, it was 482,980,000. The coal 
and iron company has paid no dwWidends to the holding 
company on its stock, and it s paid very low rates 
of interest on the indebtedness.f The payments of inter- 
est actually made by the coal,And iron company to the 
holding company were $34,000,000 less than the amount 
of such interest, computed at 4 per cent, during the period 
from December 1, 1896, to June 30, 1913. 

On the date the holding company acquired this in- 
debtedness, December 1, 1896, it immediately entered the 
$76,154,000 in its accounts as an asset, and issued its own 
obligations to the amount of every dollar of assets it 
possessed, including the said $76,154.000. The income 
of this holding company during recent years has been 
from $14,000,000 to $15,900,000 per annum, and with the 
exception of the inadequate payments of interest made 
by the coal and iron company, and from $200,000 to $300,000 
per annum derived from gutside sources, this entire in- 
come of the holding comany has arisen from dividends, 
interest, and rental pg#/ments made to it by the Read- 
ing railway lines, a such payments have been at very 
high rates per annum. This clearly shows the remark- 
ably remunerative character of the rates assessed by the 
carriers. 

The situation here presented is that the shipper, 
the coal and iron company, ships approximately 10,000,000 
tons of anthracite coal annually over the Reading rail- 
way lines. Presumably it pays the tariff rates on this 
product. The carrier and the coal company are but the 
subsidiary corporate hands of the holding company, in- 
asmuch as the same interests direct and administer the 
affairs of the three corporations. By the aid of the rail- 
way earnings that are paid into itsAreasury, the hold- 
ing company furnishes the coal ang iron company with 
its working capital. The holding gompany also assumes 
the burden of the interest c es on the capital in- 
vested in the properties of the“coal and iron company, 
and the railway earnings enable it to do so. These facts 
constitute an unlawful discrimination against other ship- 
pers who are competitors of the coal and iron company. 

The explanation offered by the Reading interests is 
as follows: Citing the deed of the reorganization mana- 
gers to the Reading Coal & Iron Co., under date of 
Nov. 18, 1896, they point out that this deed freed and 
discharged the properties of the coal and iron company 
from all liability for the indebtedness of $68,154,000 on 
condition that the coal and iron company should become 
coobligor of the general mortgage bonds of the holding 
company, that the books of the holding company and 
of the coal and iron company, which show this indebt- 
edness year by year to date, are wrong, and that there 
has been no liability attaching to the coal and iron com- 
pany since December, 1896, for this $68.000,000 invested 
in the coal and iron company’s property. We will not 
decide that point because the result is the same if we 
concur in that conclusion. The holding company in 
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December, 1896, issued $76,154,000 in securities repre- 
senting funds to that extent, which were invested in the 
properties of the coal and iron company. The income 
derived by the holding company from the coal and rion 
company to the date, June 30, 1913, has been at least 
$34,000,000 less than the sum which the holding com- 
pany has needed to reimburse itself for the payment of 
interest charges assumed on this capital invested in the 
properties of the coal and iron company. As the hold- 
ing company has paid regular dividends on its stocks 
since 1900, and has never received dividends on the 
stock of the coal and iron company, which it owns, it 
is apparent that $4,000,000 additional should be added 
to the $34,000,000, making $38,000,000 as the holding com- 
pany’s disbursements in excess of the income it received 
from the coal and iron company. As practically the en- 
tire income of the holding company is derived from rail- 
way earnings, the burden of interest charges on capital 
invested in coal-mining operations is thus lifted from 
those operations, and is cast upon the Reading Railway 
rates and earnings. The evidence shows that this burden 
of interest charges arising from investment in coal prop- 
erties has been borne by the railway lines ever since the 
year 1879. 

Published tariff sates are of no significance to this 
shipper, the Philagélphia & Reading Coal & Iron Com- 
pany, under such’ circumstances. The same executive 
officials control d administer the affairs of the railway 
company, the Yoal and iron company, and the holding 
company; therefore, the. coal and iron company receives 
offsets, against such published rates, in the form of in- 
terest charges, which are waived by the same parties 
who are charged with the duty of collecting and retain- 
ing the full published tariff rates on all shipments. These 
facts have been referred to the Department of Justice. 


Central Railroad Co. of New Jersey. 


The Lehigh Coal & Navigation Co. ships approxi- 
mately 29 per cent of the total tonnage of anthracite coal 
transported by the Central Railroad of New Jersey. The 
shipments of the navigation company aggregate approxi- 
mately 3,500.000 tons annually. Of these shipments, 75 
per cent were, and now are, transported over the rail- 
way lines of the Central Railroad of New Jersey. The 
navigation company owns certain railway lines, the prin- 
cipal of which are those of the Lehigh & Susquehanna 
Railroad, and these lines form part of the railroad which 
is operated by the Central Railroad of New Jersey. For 
the use of these railroad lines the Central Railroad 
of New Jersey has paid a rent which has fully com- 
pensated the navigation company for its investment in 
them. This compensation has amounted to upward of 
10 per cent per annum. In addition to the rent paid, 
the Central Railroad of New Jersey has transported the 
shipments of the navigation company at less than its 
tariff rates. The reductions below the tariff rate ranged 
from il to 23 cents per ton, depending on the destinations 
to which the shipments were transported and the sizes 
of the coal shipped. The reductions were effected by 
the payment of allowances to the shipper termed “lateral 
allowances.” Such allowances amounted to approximately 
$450,000 each year. At the time the carrier and the 
navigation company, in the year 1871, entered into the 
lease whereby the carrier assumed the operation of the 
navigation company’s railroad. it was provided in the 
tenth covenant of that agreement that on coal delivered 
by the navigation company on sidings at the northern 
end of the Nesquehoning tunnel for transportation by the 
carrier, the rates of transportation should not exceed the 
rates charged at the same time from Penn Haven. The 
Penn Haven basis of rates on ant cite coal is a lower 
basis of rates than this carrier s seen fit to publish 
in its tariffs in recent ‘years. though for many years 
the carrier has transported t shipments of the navi- 
gation company at the PennMfiaven basis of rates, it has 
elected to publish in tarif#” form, and to file with this 
Commission a higher bgSis of rates, and then at the 
close of each month’s siness to pay back to the ship- 
per a portion of these established tariff rates. 

Reviewing this whole series of transactions they 
seem merely parts of a plan to publish in tariff form 
rates which were excessive, and which presented a bar- 
rier against the successful shipping by the small ship- 
per, the independent operator, and then, by methods 

















i- 
il 


i- 


i. 


7 = |S v 


August 21, 1915 


which in effect were secret, to reduce those published 
rates on the shipments of the coal company that had 
railroad affiliations. 

The explanation offered by the Central Railroad of 
New Jersey is that the lateral allowances have been re- 
garded as a part of the consideration moving from the 
Jersey Central, as lessee. to the navigation company, as 
lessor, of the Lehigh & Susquehanna Railroad and 
branches. This explanation would have much _ greater 
weight were it not for the fact that the lease and agree- 
ment fully set forth the rent to be paid by the Central 
Railroad of New Jersey to the navigation company, which 
was to be one-third of the gross receipts from the traffic 
or business of the said demised premises; the minimum 
annual rent to be paid by the lessee was fixed at $1,414,- 
400, and the maximum annual rent was fixed at $2.943,000, 
and a further sum equal to 7 per cent of the expendi- 
tures made by the lessor for improvements to the rail- 
road properties. We have before stated that this rent 
was paid each year, and in recent years it has reached 
the maximum. As it has fully compensated the naviga- 
tion company for its investment in the railroad properties. 
the rent stands separate and distinct from the lateral 
allowances, which clearly were paid for the purpose of 
affording a certain low basis of rates to the navigation 
company. 

On the coal shipped by the navigation company 
through Hauto the shipper performed the’ gathering 
service, but on the shipments from Nesquehoning the 
Central Railroad of New Jersey performed all the trans- 
portation services, and the shipper performed no gath- 
ering or other transportation services. The allowances 
paid on the coal from Nesquehoning amounted to $125,- 
000 each year, and were 2 cents per ton higher than the 
allowances paid on the coal via Hauto. As the allowances 
are much greater than the cost of assembling the coal 
in the mining regions, as indicated by the exhibits com- 
puted by the Commission’s examiners, it is apparent that 
the allowances were not paid to comp i 
for any transportation services rendeyéd by the shipper, 
and no such contention has been de by the carrier. 
The payment of the allowances is unlawful discrimina- 
tion against competing shippers o are charged the full 
tariff rates. 

It is true that in the tariffs filed with this Com- 
mission reference was made to the fact that the Central 
Railroad of New Jersey paid a lateral allowance out 
of the rates to the navigation company in compliance 
with the tenth covenant of the lease and agreement. The 
lease and agreement was filed with the Commission, but 
neither the lease nor the garrier’s tariffs gave notice 
to this Commission, or to ippers who were competitors 
of the navigation company. of the rates assessed by the 
carrier on the shipmentg of anthracite coal it transported 
for the navigation cgmpany. In the case of Armour 
Packing Co. v. U. S./209 U. S., 56-81, the Supreme Court 
held that contractayates cannot prevail against the legal, 
published, and filed rates. It is shown in the record 
that the accounting officials who were charged with the 
duty of assessing and collecting these rates obtained 
their information as to the rates they should apply on 
the shipments of the navigation company from letters 
written by the carrier’s freight traffic manager. The 
term “lateral allowance” in the carrier’s tariffs was and 
is misleading, for the reason that the allowances were 
not paid for the purpose of compensating the shipper 
for any service, or for the use of any instrumentality 
connected witn the transportation’ of its shipments, as 
defined in section 15 of the act,to regulate commerce. 
Under these circumstances, even/if the amounts of these 
allowances were published, théir payment is the pay- 
ment of a rebate, and hence ynlawful. But, since these 
allowances were not publishéd, their payment is also 
clearly unlawful as being a\geparture from the published 
tariffs. These facts have Been called to the attention 
of the appropriate department of the government. 


Docks and Tresties Leased to Burns Brothers by the 
Central Railroad of New Jersey. 


In a lease dated June 5, 1910, to run for a period 
of 10 years, the Central Railroad of New Jersey leased 
to Burns Brothers, a corporation that sells large quan- 
tities of coal in New York City, and its surrounding dis- 
trict, four parcels of property in Jersey City, N. J., con- 
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sisting of the Manhattan yard coal trestle, pier 8, and 
two retail coal trestles. The Manhattan yard coal trestle 
is a concrete structure equipped with storage bins and 
inclosed pockets. For its construction—that is, the erec- 
tion of the structure—the cost to the carrier was $181,- 
482 in the year 1910. It is very advantageously situated 
near the carrier’s ferry line, so that the trucks of Burns 
Brothers can take on coal at the Manhattan trestle and 
by means of the carrier’s ferry have convenient facilities 
for delivering the coal in New York City. Pier 8, which 
is adjacent to the carrier’s passenger terminal in Com- 
munipaw, also is situated very advantageously for trans- 
ferring coal to vessels when destined for delivery in New 
York harbor. For the use of these properties Burns 
Brothers pays $30,000 per annm rent, and for the services 
required to unload and ship the coal at pier 8 the carrier 
pays to Burns Brothers 12 cents per ton on all bitu- 
minous coal and steam sizes of anthracite coal so handled, 
and 15 cents per ton on all prepared/sizes of anthracite 
coal so handled. The allowances ASo paid to Burns 
Brothers amounted to $31,700 forAhe year 1911. $37,200 - 
for the year 1912, and $30,023 for the year 1913; so it 
appears that the allowances id to Burns Brothers ex- 
ceeded the rent paid for the properties. The lease ob- 
ligates Burns Brothers to purchase and cause to be trans- 
ported over the railway lines of the carrier not less than 
500,000 tons of coal and coke annually, giving prefer- 
ence on equal terms to coal of the Lehigh & Wilkes-Barre 
Coal Company, the coal company owned by the carrier. 

The cost exhibits filed by the Commission’s exam- 
iners show that the cost of handling coal over the car- 
rier’s Elizabethport and Port Johnston cks is from 
3 to 4 cents per ton (2,000 pounds). AltWough a smaller 
tonnage is handled at pier 8 than at phe Port Johnston 
docks, it is apparent that the carriep’ could itself handle 
this coal over pier 8 for much lesg than the allowances 
it pays to Burns Brothers. The owances paid to Burns 
Brothers are not published in the carrier’s tariffs, and 
by such payments the carrier is dissipating its revenues 
for the purpose of giving advantages to the two shippers, 
the Lehigh & Wilkes-Barre Coal Company. and Burns 
Brothers. 

The leasing of pier 8 to Burns Brothers also requires 
that competitors of this shipper who desire to trans- 
ship their coal over this pier must pass their shipments 
under the scrutiny of their competitior, Burns Brothers, 
which thus gains information concerning shipments made 
by its competitors, which section 15 of the act to regu- 
late commerce prohibits a carrier from giving to ship- 
pers. 

Pennsylvania Railroad Co.—Northern Central Railway Co. 


The Pennsylvania Railroad Co., and the Northern 
Central Railway Co. own the entire capital stock of three 
corporations engaged in mining anthracite coal, the Sus- 
quehanna Coal Co., the Summit Branch Mining Co., and 
the Mineral Railroad and Mining Co. The last mentioned 
company is not engaged in railroad operations. The Sus- 
quehanna Coal Co. ships and markets the production of 
the other two coal companies, and supplies them with work- 
ing capital. In the form of unsecured loans the Penn- 
sylvania Railroad has furnished the Susquehanna Coal 
Company with working capital, the financial aid so ex- 
tended amounting to $6,000,000 at the time of this in- 
vestigation. > 

The Northern Central Railway owns extensive caal 
lands in the Shamokin district. The Manor Real Estate 
& Trust Co., a corporation owned and financed by the 
Pennsylvania Railroad Co., also owns extensive coal lands 
near Shamokin. Both the Northern Central Railway and 
the real estate company more than 30 years ago leased 
their coal lands to the Mineral Railroad & Mining Com- 
pany on condition that the mining company should pay 
as compensation therefor 28 cents per ton for each ton 
it should mine and sell m the premises. The mining 
company has mined sold large’ quantities of coal 
from the premises, t during recent years the carrier 
and the real estatg#’ company have not rendered bills for 
the royalty earnings, and have not collected any sum 
whatever from the mining company for the coal so taken 
from the lands. The uncollected royalty earnings which 
have accrued on the coal so mined and sold by the min- 
ing company during the five years up to and including 
the year 1913 amounted to $442,424. which accrued to the . 
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real estate company, and $2,286,198, which accrued to 
the Northern Central Railway. Large amounts of royalty 
earnings accrued prior to the five years mentioned, and 
were not collected from the mining company. Thus, an- 
other case is presented where the carrier may have 
assessed its published rates, yet substantial offsets in the 
form of royalty earnings have been granted to the min- 
ing company at the expense of the carrier’s income, and 
such offsets so granted constitute an unlawful discrim- 
nation against competing shippers. Under such circum- 
stances we cannot consider that the carrier’s coal com- 
panies have in fact paid its published tariff rates on their 
shipments of coal. 


Lehigh Valley Railroad Co. 


This carrier owns the entire capital stock of the 
Lehigh Valley Coal Co. During the years 1890 to 1905 
the carrier advanced to the coal company large sums 
of money, to be used in the conduct of its business, and 
$5,775,000 of such advances, not repaid by the coal com- 
pany, were charged off by the carrier to its profit and loss 
and its income accounts. In 1905 the carrier transferred 
to the coal company securities, representing investments 
in anthracite coal-mining properties, having a value of 
$10,537,000, and accepted in payment thereforfcertificates 
of indebtedness on the part of the coal comipany to the 
carrier for the amount. The evidence in t¥#is case shows 
that it was the intention of the carrier 
should be paid on the certificates of i 
interest was paid until the date March 
subsequent to our decision in the Me 
we condemned the action of this rier in waiving in- 
terest charges on these certificates. Therefore, during 
those six years the Lehigh Valley Coal Company received 
a valuable offset against the published rates it paid each 
year. 








, 1912, some time 
er case, in which 


Delaware & Hudson Co. 


This company, engaged both in mining operations 
and transportation operations, sells the output of its col- 
lieries to the Hudson Coal Co. before the coal is passed 
through the breakers. The Hudson Coal Co. is the shipper 
of this coal. There is considerable evidence, indicating 
that the coal is sold to the Hudson Coal Co. at too low 
a price, thus giving the Hudson Coal Co. an advantage. 
The practice of selling the coal before it is reduced to 
standard sizes by the breaker operations makes it im- 
possible to compare the purchase price paid by the Hud- 
son Coal Company with standard f. o. b. mine prices, but 
there is much evidence in the record, indicating that 
this carrier’s mining operations are not remunerative, 
and its transportation and other income must make up 
the deficit. There is evidence in the record compiled by the 
Commission’s examiners showing definitely that this car- 
rier’s mining operations resulted in deficits for the three 
years ended June 30, 1912. The carrier has submitted evi- 
dence tending to show that if a greater period than the three 
years were considered the mining operations would have 
shown a large profit. To decide between these con- 
flicting assertions it would be necessary to consider the 
capital invested in the mining operations, sinking funds, 
and income, which figures are not available in this record. 
However, there is in the record a statement by the presi- 
dent of the Delaware & Hudson Co., in his letter of Feb. 
26, 1908, that the operations of the coal department ap- 
parently show little or no profit. The conduct of the 
carrier’s officials, as indicated in the record, points very 
strongly to the conclusion that shippers could not pay 
the carrier’s tariff rates and conduct their business at a 
profit. This is indicated in the following letters. 

Letter of Coal Freight Agent Grier, of the Lehigh 
Valley Railroad, to Second Vice President Jarvis, of the 
Lehigh Valley Railroad, under date of Jan. 22, 1907: 


Following up my brief conversation with you yesterday 
afternoon, Mr. W. J. Mullin, assistant to the second vice-presi- 
dent of the Delaware & Hudson Co., told me yesterday in con- 
versation that under instructions from their president they 
were about to reduce the rate on prepared sizes anthracite 
coal to Albany 50 cents per gross ton when going to points on 
the Boston & Maine Railroad, Boston & Albany Railroad, Rut- 
land Railroad, Central Vermont Railway, and in fact all busi- 
ness moving via the Albany and Mechanicville gateways into 
New England; also to reduce the rate to Rouses Point 50 cents 
per gross ton on all business going beyond to points in Canada 
and northern New England. 

7. * * 7 * * 


The Delaware & Hudson gives as an excuse for reducing 


THE TRAFFIC WORLD 


Vol. XVI, No. 8 


these rates their desire to allow their coal company more 
money for their coal at the mines. ° 


Letter of Mr. Grier to Mr. Jarvis, under date of Sep- 
tember 24, 1907: 


We had a meeting to-day, at which were present: Mr. W. 
J. Mullin, general traffic manager Delaware & Hudson Co.; T. 
B. Koons, freight traffic manager Central Railroad of New Jer- 
sey; E. B. Crosley, coal freight agent Philadelphia & Reading 
Ry.; J..G. Searles, general coal freight agent Pennsylvania Rail- 
road; G. A. Bergen, assistant general freight agent Erie Rail- 
road; Dunbar, representing J. C. Anderson, traffic manager New 
York, Ontario & Western Railway; A. B. Wallace, assistant 
general freight agent Delaware, Lackawanna & Western Rail- 
road; F. E. Herriman, coal traffic manager New York Central 
& Hudson River; William T. Grier, coal freight agent Lehigh 
Valley Railroad, 

The meeting was called to discuss the action of the Dela- 
ware & Hudson Co. in reducing the rates to points on the Rut- 
land Railroad and Central Vermont Railway 20 to 40 cents per 
ton. Mr. Mullin stated that their action is based upon the 
advice of their legal department. They are buying coal from 
independent shippers on basis of $3.25 per gross ton, and they 
claim that the present selling price at points on the Rutland 
Railroad and Central Vermont Railway, less the present estab- 
lished rates which we and all the other anthracite lines have 
in effect to that territory, yields less than $3.25 per gross ton 
at the mines, and it is the contention of the Delaware & Hud- 
son Co. law department, their views being based upon _their 
interpretation of the so-called Chesapeake & Ohio-New Haven 
case, decided by the United States Supreme Court Feb. 19, 1906, 
that under this decision it is illegal for the Delaware & Hudson 
Co. to sell coal at a delivered price and pay a freight rate that 
yields less than the price that they pay the operators for the 
coal at the mines. You will remember that this is the prin- 
ciple for which they contended last January, when they threat- 
ened to reduce the rate to Albany 50 cents per gross ton. 

They propose a further reduction of 20 cents per gross ton 
to local points on the Boston & Maine Railroad and also to 
points on the Boston & Maine Railroad competitive with the 
Boston & Albany Railroad. 


The 50-cent reduction was not made, but the last 
mentioned reductions were made by the carrier. These 
letters well illustrate that the smaller shipper could not 
obtain as much as cost for his coal if he paid the tariff 
rates which were esablished, and there have been but 
slight changes in this carrier’s anthracite coal rates since 
1907. While under such conditions it may be possible 
for a company acting in the dual capacity of carrier and 
dealer to mine or purchase and market the anthracite 
production, the transportation profits offsetting the losses 
resulting from purchasing, mining, and selling the coal, 
it is clear that the shipper who had no transportation 
affiliations could not compete undgr such conditions. The 
maintenance of excessive freig rates on this commod- 
ity confiscates the property of £he individual operator, and 
by the imposition of excessiWe freight rates these public 
agencies have brought und@r their control the shipping 
and marketing of the greater portion of the total produc- 
tion of anthracite coal. 








New York, Ontario & Western Railway Co. 


This carrier owns the entire capital stocks of the 
Scranton Coal Co., and the Elk Hill Coal & Iron Co. The 
Scranton Coal Co. ships its own coal production, and 
that of the other coal company. We have already men- 
tioned that in a letter under date of Nov. 1, 1906, to 
President Baer, the president of this carrier, and its two 
coal companies stated that “no company can buy coal on 
the 65 per cent basis, pay the full tariff rate and get 
back out of the coal purchased its cost.” He further 
stated that the Ontario & Western’s coal companies could 
not continue to do so and meet their obligations. Prior 
to August, 1906, the coal companies’ shipments were 
transported at less than the carrier’s tariff rates. Soon 
after the effective date of the Hepburn act in August, 
1906, the coal companies were required to pay the car- 
rier’s established tariff rates, and thereafter they discon- 
tinued paying interest charges to the carrier on their 
second mortgage bonds owned by the carrier. The ac- 
crued and unpaid interest to the date June 30, 1912, on 
the second mortgage bonds amounted to $837,500. The 
carrier extends to the coal company upward of 90 days’ 
credit in the payment of transportation charges. The 
carrier offers the explanation that the coal companies did 
not pay interest charges to the carrier because they are 
using their available funds to pay off their mortgage 
bonds. This is merely an assertion that the burden of 
providing the coal companies.with capital and working 
funds should be borne by the present-day income or the 
credit of the railway. 
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The Commodities use. 


The natural condition and chgfracter of the anthracite 
coal deposits are such that the’mining and the prepara- 
tion of the coal in suitable s#es for domestic and com- 
mercial use require very law&e amounts of capital. The 
fluctuation of the market demands for this commodity 
also requires the investment of considerable capital in 
large stocks of coal, which must be stored if the mines 
are to be operated continuously and the requirements of 
consumers promptly supplied. The development of anthra- 
cite mining in the state of Pennsylvania in the early days 
was to a large extent dependent upon the development 
of transportation. In 1849 the legislature of the state of 
Pennsylvania authorized a railroad corporation, which was 
subsequently merged into the Delaware, Lackawanna & 
Western railroad, to purchase and hold a_ reasonable 
amount of coal lands not to exceed 1,000 acres. In 1825 
the Pennsylvania legislature authorized the Delaware & 
Hudson Canal Co., which subsequently became the Dela- 
ware & Hudson Co., to purchase and hold quantities of 
lands situated at any place within 10 miles of the waters 
of Lackawaxen, not exceeding 5,000 acres. Although the 
number of acres of land which the railroad corporations 
could acquire was restricted in the early charters, it was 
enlarged by subsequent acts of the legislature. By pur- 
chasing the charter of the Hudson Coal Co. in 1901 and 
taking title to coal lands it purchased subsequent to 
1901 in the name of Hudson Coal Co., the Delaware & 
Hudson Co. was enabled to greatly increase its holdings 
of anthracite coal producing lands. 

Section 5 of Article XVII of the constitution of the 
state of Pennsylvania, adopted in the year 1873, provides 
as follows: 

No incorporated company doing the business of a common 
carrier shall, directly or indirectly, prosecute or engage in min- 
ing or manufacturing articles for transportation over its works; 
nor shall such company, directly or indirectly, engage in any 
other business than that of common carriers, or hold or acquire 
lands, freehold or leasehold, directly or indirectly, except such 
as shall be necessary for carrying on its business; but any min- 
ing or manufacturing company may carry the products of its 
mines and manufactories on its railroad or canal not exceeding 
50 miles in length. 


It appears that the stocks of most of the large anthra- 
cite coal companies which are owned by the carriers 
respondents in this case were acquired by those carriers 
subsequent to the year 1873. 

The mining, transportation and, to a considerable ex- 
tent, the selling operations necessary to market this com- 
modity, though in a sense being each conducted under 
the name of separate corporate entities, are united under 
one management and control. As to most of these in- 
terests, the carrier owns the entire capital stock of its 
allied coal companies. Another form of united control 
and management of mining, transportation and selling 
operations is presented in the case of the Reading com- 
panies, the holding company being the owner of the entire 
capital stocks of the railway company and the coal com- 
pany. The relations of the controlling carriers and the 
coal companies have not undergone any substantial 
changes since the effective date of the commodities clause* 
in the Hepburn act, May 1, 1908, with the exception that 
the shipping and marketing of the anthracite coal pro- 
duction of the Delaware, Lackawanna & Western Rail- 
road, the Delaware & Hudson Co. and the Lehigh Valley 
Coal Co. are now performed by the Delaware, Lackawanna 
& Western Coal Co., the Hudson Coal Co. and the Lehigh 
Valley Coal Sales Co., respectively. These three coal 
companies assumed their present functions after the de- 
cision of the Supreme Court in March, 1909, in the Com- 
modities cases, 213 U. S., 366, and the decision of the 
Supreme Court in the Lehigh Valley case, decided April 
3, 1911, 220 U. S., 257. The evidence shows that the 
three coal companies were organized and financed without 
the interposition of outside interests or capital. The car- 





; *The commodity clause, section 1 of the Hepburn act, 34 
Statutes at Large, 585: From and after May 1, 1908, it shall be 
unlawful for any railroad company to transport from any state, 
territory or the District of Columbia, to any other state, terri- 
tory or the District of Columbia, or to-~any foreign country, 
any article or commodity, other than timber and the manu- 
factured products thereof, manufactured, mined or produced 
by it, or under its authority, or which it may own in whole or 
in part, or in which it may have any interest, direct or in- 
direct, except such articles or commodities as may be neces- 
sary and intended for its use in the conduct of its business as 
& common carrier. 
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riers provided them with the property and funds required 
to establish their shipping and selling business. 


Delaware, Lackawanna & Western Railroad Co. 


This carrier owns coal lands and conducts mining op- 
erations. Prior to Aug. 1, 1909, it sold its own anthracite 
coal production in the markets. To rearrange its affairs 
in conformance with the decision of the United States 
Supreme Court, 213 U. S., 366, the carrier’s officials caused 
to be organized the Delaware, Lackawanna & Western 
Coal Co. The carrier paid to its stockholders an extra 
dividend of 50 per cent—that is, $13,000,000—on its stock, 
in cash, and its stockholders were. given the option to 
use part of the dividend so paid to purchase the capital 
stock, $6,500,000, of the Delaware, Lackawanna & Western 
Coal Co. Most of them availed themselves of this privi- 
lege. Under two contracts entered into between the coal 
company and the carrier under date of Aug. 2, 1909, 
the coal company assumed and took over the selling op- 
erations which had theretofore been conducted by the 
carrier. 

The carrier leased to the coal company all the retail 
trestles which it had theretofore used in its selling opera- 
tions, and also its several coal storage plants. It also 
leased to the coal company its large lake trestle at Buf- 
falo on Lake Erie, used for reshipping coal via the lakes. 
The carrier sold to the coal company all of the stocks 
of coal it then (July 31, 1909) had on hand at Chicago, 
Milwaukee, Toledo and other western agencies and at 
various points on its railway lines. It is apparent from 
the record that this coal, approximately 630,000 gross tons, 
was sold by the carrier to the coal company at much 
less than its true and actual value. A large portion of 
the coal on hand at line points was sold to the coal com- 
2,240 pounds, which was less than 
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at $185,000 were rented to the coal company for $48°a year. 


The carrier conveyed to the coal company, which it 
caused to be organized, its established trade, its stocks 
of coal, its selling facilities, and the good-will of its estab- 
lished business at much less than their true and actual 
value. The use of the properties leased, approximately 
170 trestles, at the inadequate rental reserved in the lease 
has each year constituted a substantial concession to the 
coal company, an unlawful discrimination against com- 
peting shippers and an offset agaist the freight rates paid 
to the carrier by the coal company. 

Under the contracts between the carrier and the coal 
company the coal company is obligated to purchase from 
the carrier all of the anthracite coal which it sells and 
to purchase no coal from other sources without the writ- 
ten consent of the carrier, and to conduct the business 
of selling the coal in such manner as best conserves the 
interest of and preserves the good-will and markets of 
the coal mined by the carrier. The only property owned 
by the coal company, excepting current assets, is prop- 
erty and fixtures valued at $169,070, and its annual sales 
of coal amount to approximately $35,000,000. On six 
months’ notice the carrier can discontinue its contractual 
relations with the coal company and take over the stocks 
of coal the coal company has on hand. 

Under such conditions the coal company is merely a 
dependency of the carrier, and the conduct of its busi- 
ness is subject to the arbitrary will of the carrier. The 
large business of the gOal company can be terminated at 
any time the carrierfSees fit to serve the prescribed six 
months’ notice. T#fe president of the coal company is 
the carrier’s vice-yresident and is the head of the carrier’s 
rate department, "which is charged with the duty of estab- 
lishing rates on anthracite coal shipped by competitors 
of the Delaware, Lackawanna & Western Coal Co. That 
the business of the coal company is absolutely dominated 
by the carrier is well illustrated in the appendix (p. 334), 







_wherein it is shown in detail that although it could have 


shipped a large portion of its tonnage of anthracite coal 
to tidewater at the rates established by the Commission 
in the Marian case from the Taylor district, it elected 
to ship the coal from this district to other points and 
to ship coal to tidewater at the long-established basis 
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of tidewater rates, which were 25: cents a ton higher 
on the larger sizes of coal than the rates established as 
a result of our finding in the Marian case. If there was 
a bona fide divorcement of the business of carrier and 
shipper, it is inconceivable that the shipper would elect 
to pay the higher rate on the large tonnage of coal it 
ships to tidewater. Its shipments to tidewater at the 
higher rate amounted to 100,000 tons in November and 
December, 1912. 


Lehigh Valley Coal Sales Co. 


At a meeting of the board of directors of the Lehigh 
Valley Railroad Co. on Jan. 11, 1912, the carrier’s presi- 
dent was directed to inform the directors of the Lehigh 
Valley Coal Co. that the carrier’s directors requested that 
they consider the propriety of organizing a coal sales 
company. Accordingly the Lehigh Valley Coal Sales Co. 
was organized and incorporated under the laws of the 
state of New Jersey. Its authorized capital stock was 
$10,000,000, of which $6,060,800, or 122,216 shares, was 
issued and the remajhder reserved for future nedes. The 
privilege was accopied stockholders of the Lehigh Valley 
Railroad Co. of sybscribing to the stock of the coal sales 
company. The les company formally commenced busi- 
ness on Marcy 1, 1912. On Feb. 26, 1912, the Lehigh 
Valley Railrog@ paid an extra dividend to its stockholders 
of 10 per t on preferred stock, which amounted to 
$6,060,800, the exact par value of the stock issued by the 
coal sales company. A contract was entered into between 
the Lehigh Valley Coal Co. and the coal sales company 
under which the latter accepted at the mines all of the 
coal production of the Lehigh Valley Coal Co., shipped it 
and sold it in the markets. Here again, as in the Lacka- 
wanna arrangement, the carrier’s treasury provided the 
capital required by the coal-selling company. 









Delaware & Hudson Co. 


We have hereinbefore considered the limitations in 
the charter of the Delaware & Hudson Co. as to the 
amount of coal lands it could acquire. On March 9, 1901, 
it purchased the charter of the Hudson Coal Co. for $27,- 
500. At that time the Hudson Coal Co. owned no prop- 
erties, and it was not an active corporation. Immediately 
thereafter the Delaware & Hudson Co. advanced consid- 
erable funds to the Hudson Coal Co. and accepted there- 
for debenture bonds, $1,500,000. issued by the coal com- 
pany. In 1902 the Hudson Coal Co. issued $1,850,000 
of its 4 per cent bonds, which were guaranteed principal 
and interest by the Delaware & Hudson Co. Immediately 
after the decision by the Supreme Court in the Commodi- 
ties cases, 213 U. S., 366, in March, 1909, the Delaware 
& Hudson-Co. and the Hudson Coal Co. entered into a 
contract whereby. commencing with the date July 1, 1909, 
the Hudson Coal Co. took title at the pit mouth to the 
coal mined by the Delaware & Hudson Co., and thereafter 
it was sold in the market by the Hudson Coal Co. Prior 
to this time the Delaware & Hudson Co. had sold its 
own anthracite production. At the time this change was 
made there were large sums of money owing to the Dela- 
ware & Hudson Co. from customers to whom it sold its 
coal. These unpaid accounts amounted to approximately 
$2,400,000. The accounts were transferred to the Hudson 
Coal Co., and in payment therefor, 18 months later, Feb. 
1, 1911, the coal company issued its capital stock, $2,400,- 
000, to the Delaware & Hudson Co. No stock was issued 
by the coal company prior to the date Feb. 1, 1911. 


Fuel Coal Sold at a Low Price to a Shipper. 


How the alliance between the coal company and the 
carrier can be used to extend favors to large shippers 
is illustrated by a contract entered into by the Central 
Railroad Co. of New Jersey and other parties under date 
of May 7, 1898, to remain effective for 20 years; that 
is, until the date April 30, 1918. This contract was be- 
tween the Lehigh Coal & Navigation Co. (owner of part 
of the railway lines operated by the Central Railroad Co. 
of New Jersey), the Central Railroad Co. of New Jersey 
and the Lehigh & Wilkes-Barre Coal Co., parties of the 
first part, and the Lehigh Zinc & Iron Co. and the New 
Jersey Zine Co., parties of the second part. Under the 
conditions of this contract the two coal companies supply 
the New Jersey Zinc Co., an interstate shipper, with large 
quantities of fuel coal at much less than its market selling 
price in recent years. 
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The parties of the first part were desirous of having 
the zinc companies’ proposed new plant located on the 
Lehigh & Susquehanna branch of the Central Railroad 
of New Jersey, and accordingly a contract was entered 
into between the parties named whereby the two coal 
companies became obligated to furnish the zinc com- 
panies each year with a large quantity of fuel coal, No. 
2 buckwheat anthracite, delivered at the zinc companies’ 
plant at Hazard, Pa. (Palmerton, Pa.), the selling price 
being 55 cents per ton on such coal shipped from the 
Lehigh region and 75 cents per ton on such coal shipped 
from the Wyoming region. The plant was constructed 
at Hazard, and in accordance with the contract it is 
supplied with 200,000 tons of fuel coal annually. The 
standard selling price of this coal f. o. b. mines ranged 
from 70 cents to $1.15 per ton of 2,240 pounds during the 
year 1911, and from 70 cents to $1.12 per ton during the 
year 1912, and the intrastate freight/rate to the zinc 
companies’ plant from the mines in the Wyoming region 
was 75 cents per ton of 2,240 poundg and from the mines 
in the Lehigh region was 60 cents/per ton. The carrier 
has transported this coal at a raté of 2914 cents per ton. 
It can be readily observed tha{/under this contract the 
zine companies are deriving an advantage of $1 per ton 
on 200.000 tons of fuel coal annually. 









Ownership by Carriers of Capital Stock of Shipping 
Corporations. 


The evidence shows that a number of the coal com- 
panies whose stocks are owned by the respondent carriers 
have not paid dividends on their stocks in recent years, 
and it further shows that some of the carriers have guar- 
anteed the bonds of the coal companies, made unsecured 
loans to them, and extended financial aid and assistance 
to them. The evidence also shows that to a very large 
extent the carriers’ directors, officials and stockholders 
are directors and officers of the coal companies. The 
relations of several of these carriers with their allied 
coal companies are now before the courts for adjudication, 
and we do not express any opinion as to the legality of 
the conditions under which this commodity is now being 
mined, transported and sold by such interests. Our 
opinion is directed only to the point as to the effect the 
enactment of the commodities clause of the law has had 
toward divorcing the affairs of these carriers from the 
mining and sale of anthracite coal. 

The amendment to the Act to regulate commerce 
commonly known as the commodities clause has not re- 
sulted in a bona fide separation of the affairs of these 
carriers from the mining and selling of anthracite coal. 
This is well illustrated in the case of the Reading com- 
panies, where the holding company is possessed of the 
power to take the earnings of the railway at will and 
use them for the purposes of the coal and iron company. 
Money is taken from the treasury of the railway company 
by the holding company on account of dividends to be 
declared later, and the evidence shows that the dividends 
paid by the railway company are measured by the re- 
quirements of the holding company. 

In the case of U. S. vs. D.lL. & W. R. R. Co., decided 
June 21, 1915, not yet reported, the Supreme Court held: 
he Hepburn act was intended to 
prevent railroads from ocglupying the dual and inconsistent 
position of public carrier d private shipper; and in order to 
separate the business of transportation from the business of 
selling, the statute made it unlawful for railroads to transport 
in interstate commerce any coal in which the company had any 
interest, direct or indirect. 

A carrier which is also a dealer and is in possession 
of a public franchise has the opportunity to use its great 
power as a common carrier to discriminate against cer- 
tain of its shippers with whom, as a dealer in the com- 
modity, it is a competitor. The temptation to so conduct 
itself is ever present when the carrier owns any con- 
siderable portion of the capital stock of corporations who 
are competitors of its other shippers, especially when 
such corporations were organized or were financed by 
the carrier for the specific purpose of carrying on the 
business of shipping and selling a commodity which con- 
stitutes a large part of the carrier’s traffic. 

In the case Coxe Brothers vs. Lehigh Valley R. R. 
Co., 4 I. C. C., 535, we held: 

If railroad companies and those who direct and control their 


roads were limited to the business of transportation it would 
take away from both the opportunity to unlawfully prefer 
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and impartial control is 
and abuse of the priv- 
sted for the benefit of the 


themselves as shippers. Disinterest 
essential to prevent illegal favorit 
ileges with which carriers are i 
public. 


The dual and inconsistent position of public carrier 
and private shipper that would exist where the carrier 
was miner, transporter and seller of this commodity now 
exists, and is effectuated by the relations of the carriers 
respondent in this case and the several coal companies 
allied with and controlled by the carriers. Corporate 
charters and contracts, as used by these carriers, are 
merely devices whereby. the business of mining, trans- 
porting and selling the anthracite coal production of each 
carrier and its allied coal company are united under one 
management and directed and controlled by one paramount 
power. 

Present Effective Rates on Anthracite Coal. 


Rates to interior points for similar distances both 
interstate and intrastate are higher than the rates to 
tidewater. This difference is accentuated in the revenues 
by the large tonnage of the smaller sizes of anthracite 
coal transported to tidewater. 

The following statements show distances in miles and 
rates per ton (2.240 pounds) to representative destinations 
via— 

The Delaware, Lackawanna & Western Railroad, the 
direct line extending eastward from the mining district 
(Wyoming region) to tidewater and westward to Buffalo, 
N. '%. 

The Delaware & Hudson Co., the direct line extend- 
ing northward from the mining district (Wyoming region) 
to Rouses Point, N. Y., with several branches. 

The Pennsylvania Railroad and the Northern Central 
Railway, which operate circuitous routes from the Wy- 
oming and Schuylkill regions to tidewater and to Buffalo, 
N. 


RATES VIA THE DELAWARE, LACKAWANNA & WEST- 
ERN RAILROAD FROM MINES. 






Sastbound. 
Pre- 

pared Smaller 
To— Miles. sizes. Pea. sizes. 
67 5 = $1.30 
Delaware River to Hoboken....... 147 $1.60 $1.45 1.20 
5s ‘j 1.28-1.13 
Hoboken (tidewater) ............. 147{ Ry cn = 98 

Westbound. 
oo Se oe Ares te 72 1.65 1.50 1.50 
CI El 6's ow ae eae eaewaate we aw 93 1.65 1.50 1.50 
, en 111 1.65 1.50 1.50 
a CE rr oF en ree 129 1.65 1.50 1.50 
SE) veins, orew wine saw aco ae ee 147 1.90 1.65 1.50 
ae eS 166 2.00 1.75 1.50 
Maommt Mere, BU. YL. 06 sicds cvcscoes 213 2.00 1.75 1.75 
pS A ee ee 276 2.00 1.75 1.75 
Oe Me wise cena wha mane 115 1.75 1.60 1.50 
Se ON erect opne Ke vieres 151 1.90 1.65 1.50 
oe i re re err a 186 1.95 1.70 1.70 
pO er ss ee er 113 1.75 1.60 1.60 
i” Ny a Ae re rae 167 2.00 1.75 1.60 





*Rates established as a result of the Commission’s decision 
in the case Marian Coal Co. vs. D. L. & W. R. R. Co., 24 
LCcc., We: S&L CC. 4s Bt. C. C, Bh, fom the Tayer 
district. 


RATES VIA THE DELAWARE & HUDSON CO. FROM MINES. 


Pre- Buck- Small- 

pared wheat er 

To— Miles. sizes. Pea. No.1. sizes. 
i. ee, a eee 73 $1.65 $1.40 $1.30 $1.25 
Ue 2, Seer 84 1.65 1.40 1.30 1.25 
A SR ere 100 1.65 1.45 1.35 1.30 
Wella Bridge, N. Y. ...:.e0« 109 1.65 1.45 1.35 1.30 
lle OS. are 113 1.65 1.45 1.35 1.30 
a a Pere ee 121 1.75 1.50 1.40 1.35 
6 UU Oe ee Serer 127 1.75 1.50 1.40 1.35 
Schenevus, M. Yi .ccsccvecees 136 1.75 1.50 1.40 1.35 
Werceneees A. Be cwsciiccwedas 141 1.75 1.50 1.40 1.35 
CORBGRNIEE, Tis. Biuccscccscscccie 158 1.75 1.50 1.40 1.35 
Central Bridge, N. Y. ....-.... 167 1.85 1.60 1.50 1.40 
Schenectady; N. Y:- .....c-0- 191 1.95 1.60 1.50 1.40 
Voorheesville, N. Y. .....«+-- 192 1.95 1.60 1.50 1.40 
pe ee, errs 203 1.95 1.60 1.50 1.40 
Green Miia, MiG. occ ccieces 210 1.95 1.60 1.50 1.40 


RATES VIA THE PENNSYLVANIA RAILROAD AND THE 
NORTHERN CENTRAL RAILWAY FROM MINES. 


Pre- 
pared Smaller 
From— To— Miles. sizes. Pea. sizes. 
Wyoming region...Trenton, N. J... 255.7 $1.80 $1.50 $1.35 
Lehigh region..... Trenton, N. J.. 229.5 1.75 1.45 1.30 
Schuylkill region..Trenton, N. J.. 117.8 1.70 1.40 1.25 
Wyoming region...Newark, N. J.. 302.1 1.80 1.50 1.30 
Lehigh region..... Newark, N. J.. 275.9 1.75 1.45 1.25 
Schuylkill region... Newark, N. J.. 164.2 1.75 1.45 1.25 
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Wyoming region...Jersey City, N. J. 311.1 1.80 1.50 1.30 
Lehigh region.....Jersey City, N. J. 284.9 1.75 1.45 1.25 
Schuylkill region..Jersey City, N. J. 173.2 1.75 1.45 1.25 
Wyoming region...So. Amboy, N. J. 
(tidewater) ... 279.1 1.40 1.25 1.15 
Lehigh region.....So. Amboy, N. J. 
(tidewater) ... 262.3 1.40 1.25 1.15 
Schuylkill region..So. Amboy, N. J. 
(tidewater) .. 149.6 1.40 1.25 1.15 
Wyoming region...Wilmington, Del. 226.2 1.90 1.60 1.45 
Lehigh region..... Wilmington, Del. 200.0 1.90 1.60 1.45 
Schuylkill region...Wilmington, Del. 128.4 1.85 1.55 1.40 
Wyoming region...Dover, Del. ..... 253.4 2.25 2.00 2.00 
Lehigh region..... Dover, Del. ..... 227.2 2.25 2.00 2.00 
Schuylkill region...Dover, Del. ..... 176.0 2.25 2.00 2.00 
Wyoming region...Washington, D.C. 245.6 2.00 1.85 1.60 
Lehigh region..... Washington, D.C. 219.4 2.00 1.85 1.60 
Schuylkill region...Washington, D.C. 242.3 2.00 1.85 1.60 
Wyoming region...Pittsburgh, Pa.. 301.8 2.00 1.85 1.85 
Lehigh region..... Pittsburgh, Pa.. 275.6 2.00 1.85 1.85 
Schuylkill region.. Pittsburgh; Pa.. 314.6 2.00 1.85 1.85 
Erie, Pa. (re- 
shipment for 
Wyoming region... beyond) ...... 354.6 2.00 1.75 1.75 
Erie, Pa. (re- 
shipment for 
Lehigh region...... beyond) ..<... 328.4 2.00 1.75 1.75 
Erie, Pa. (re- 
shipment for 
Schuylkill region... beyond) ...... 367.4 2.00 1.75 1.75 
Canandaigua, 
Wyoming region... TW. Vas oescc cae 250.8 1.90 1.65 1.65 
Canandaigua, 
Lehigh region...... a eee eee ee 1.90 1.65 1.65 
Canandaigua, 
Schuylkill region... S ap ae 263.6 1.90 1.65 1.65 
Wyoming region...Sodus Point, N.Y. 272.5 1.80 1.60 1.60 
Lehigh region..... Sodus Point, N.Y. 246.3 1.80 1.60 1.60 
Schuylkill region..Sodus Point, N.Y. 285.3 1.80 1.60 1.60 
Wyoming region...Olean, N. Y..... 256.1 1.90 1.65 1.60 
Lehigh region..... Olean, N. Y..... 229.9 1.90 1.65 1.60 
Schuylkill region..Olean, N. Y..... 268.9 1.90 1.65 1.60 
Wyoming region...Buffalo, N. Y.... 326.5 2.00 1.75 1.75 
Lehigh region..... Buffalo, N. Y.... 300.3 2.00 1.75 1.75 
Schuylkill region.. Buffalo, N. Y.... 339.3 2.00 1.75 1.75 


The rates to points which are nearer to the mines 
than 65 miles are intrastate rates, and the rates cf the 
Pennsylvania Railroad for short distances are intrastate 
rates. Here are shown points distanced 70 to 130 miles 
from the mining region to which rates of $1.60 and $1.65 
per ton have been established by these carriers on a 
low-grade commodity. 


The average revenue per ton (2,000 pounds) per mile 
for all anthracite coal transported by the initial anthracite 
carriers during the year ended June 30, 1913. and the 
proportion of its total anthracite tonnage received by each 
carrier from connecting lines, is here shown: 


Proportion 

anthracite 

tonnage 

= received 

Revenue from 

per Average connect- 

ton-mile, haul, ing lines, 

Carrier. mills. miles. per cent. 
I CIN hens 6wic + 0cinvin ws enews 8.37 112 9.06 
EEE EO ER ee ee ee 8.82 105 1.62 
EG ction on den ype ed siete Diba w Be 7.40 191 .66 
Detmwaere & TUGGON «2... .6ccccccece 7.54 142 .68 
Oe Ser ee 7.11 177 .38 
rT reer 5.99 130 72.96 
PRGWCIIOET. COMUNE «oc ccc cncecs btcecs 6.02 63 44.70 
i Zee EE SET ete Po ON oe ee 5.96 212 17.82 
Ontario & Westehie. oc ose cvissccteccés 6.47 160 34.15 


The substantial similarity of their anthracite rate 
structures is apparent from the revenues as to the first 
five carriers. As to the other carriers, the uniformity 
in revenues is affected because portions of their anthracite 
revenues are divided with their connecting lines. The 
fact that the Erie’s rates on anthracite coal in effect west 
of Salamanca, N. Y., are lower than its rates on anthra- 
cite coal in effect east of Salamanca is also a factor in 
producing a lower average revenue for the Erie. 


A very comprehensive statement of the revenue per 
loaded car-mile earned by the Delaware & Hudson Co. 
from the transportation of anthracite coal was compiled 
by that carrier. It covers all of this traffic which was 
transported by that carrier during the months of April 
and October, 1911. The average load per car of anthracite 
coal ranges from 34 to 42 tons (of 2,240 pounds). The 
average loading used by the Delaware & Hudson in its 
computations was 36% tons (of 2,240 pounds); so it 
appears that the Delaware & Hudson’s computation is 
fairly representative of the car-mile revenue earned by 
these carriers for hauls of 200 miles and less, except on 
shipments transported to tidewater. There is a marked 
variation in the rates to tidewater on the several sizes 
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of coal and also a variation in the schedules of the rates 
to tidewater established by the carriers. The revenue 
per loaded car-mile on anthracite coal, computed by the 
Delaware & Hudson Co., is here shown. 


Revenue 
per loaded 
car-mile, 
cents. 


27.44 


Revenue 
per loaded 
Distance hauled car-mile, Distance hauled 
(miles) cents. (miles) 
to 5 251 to 
to 1 % 301 to 
5 to , 351 to 
to 2i SF 401 to 
to f 501 to 
to 5 4 601 to 
to 2. 701 to 
to 1: sf S01 to 
to 15 3.f 901 to 
to { 5 1,001 
to 82 1,101 to 1,200 
201 to : 3 1,201 to 1,300 


The revenue per loaded car-mile on anthracite coal 
transported from the mines to tidewater and to Buffalo 
in the month of November, 1912, was: 


TO TIDEWATER—REVENUE PER LOADED CAR-MILE. 


On sizes 
smaller 
than Aver- 
buck- age 
wheat onall 
No. 1, sizes, 
cents. cents. 


On pre- 
Average pared 
haul, sizes, 


Route and destination. miles. cents. 


Pennsylvania R. R. and Northern a 
Central Ry.: South Amboy 221.4: 26. 21. 

New York, Ontario & Western: 
Weehawken 

Reading: Port Reading 

Erie lines: Weehawken and Un- 
dercliff 


23.07 


23.86 


25.70 


Se 
me oO 


bo 


n” 


31.64 
32.86 


34.94 


a 
bo po bo be bo 
SAIS 


Lackawanna: 
Lehigh Valley: Perth Amboy 


Jersey Central: Port Johnston and 
Elizabethport 140.58 
*At rates eStablished as a result of the Commi 
cision in Marian Coal Co. case, supra. 
7At rates established as a result of the Commission’s de- 
cision in Meeker case, supra. 


TO BUFFALO—REVENUE PER LOADED CAR-MILE. 


On pre- On 
pared smaller 
sizes, sizes, 
cents. cents, 


—! 
“IA bo ol 


_ 


41.05 
on’s de- 


Ss 


(JX) 
D 
~ 


Aver- 
age 
haul, 


Route and destination, miles. 


Reading and New York Central 17 15 
Pennsylvania and Northern Central 22 20 
Lackawanna . 276 26 23 
Delaware & Hudson via Erie 296 
Erie 296 
Lehigh Valley (for local delivery, Ohio 

and Michigan points) 301 
Lehigh Valley (for reshipment via lakes) 301 
Lehigh Valley (for Chicago, Peoria, St. 

Louis, etc.) 301 22 


The remunerative character of the rates on anthracite 
coal is well illustrated by a comparison of the foregoing 
revenue per loaded car-mile with the revenue per loaded 
car-mile on various commodities reported by 69 carriers 
in the Five Per Cent case, 31 I. C. C., 416 (The Daily 
Traffic World, Aug. 3, 1914), and with the average revenue 
per loaded car-mile earned on all of the freight traffic of 
19 carriers for the year ended June 30, 1913. 


NET REVENUE ON REPRESENTATIVE CARLOAD SHIP- 
MENTS OF VARIOUS COMMODITIES DURING OCTOBER, 
1913, AVERAGED, FOR 69 CARRIERS, ARRANGED IN 
ORDER OF LENGTH OF HAUL. 

Average 

net reve- 

Aver- nue per 

age loaded 

haul, car-mile, 

Commodities. Carloads. miles. 

Hemlock lumber “ors 59 

Hides, leather, etc. 5 

Brick, stone, etc. : 

PE POR: aindcardagacenneerceccusecaes 29,521 

Cement (building), in sacks........... 3,496 

Pulp wood 

Fruits and vegetables 

Oak lumber 

Coke 

Sand, gravel, 

Miscellaneous forest products 

PeMStOr, SEWOF PING, OC. .ccccccsvccece 
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eae osc a tie db eeu cee wees 2,486 147 
Pine lumber 215 150 
Corn, shelled, in bulk 151 
Wood pulp, etc. 151 
Bituminous coal, run of mine 159 
Iron and steel billets, blooms and ingots 2,437 160 
Manufactured iron and steel articles... 170 
Paper, etc. f 181 
Hay, in bales 348 183 
Salt, in sacks 5 184 
Sheep 59 186 
Lumber, not otherwise specified 187 
Steel rails } 190 
Spruce lumber 199 
Petroleum products, in tank cars 210 
Agricultural implements 22 214 
Petroleum products, in barrels........ : 227 
Pig lead, spelter, etc. E 228 
Feed, in sacks or barrels d 229 
Beer and empty bottles 249 
Cotton and tobacco 258 
Packing-house products 262 
Wheat, in bulk E 264 
Flour (wheat, buckwheat or rye) 376 272 
Soda ash and bleach 8: 273 
Sugar, in barrels 307 
Corn sirup K 314 
Oats, in bulk ‘ 
Cattle 
Dried, smoked or salted meats.... 
Dressed fresh meats, in refrigerator 

cars 
Copper ingots, pig and 


bullion, bar, 


Average 
freight 
revenue per 
loaded car- 
mile, all 
freight 
traffic, 
cents. 


11.10 
14.24 
15.96 
16.56 
11.09 
12.97 
12.52 
11.11 
15.78 
15.46 
12.25 
12.98 
19.43 
17.30 
15.91 
12.93 
15.43 
16.11 
18.78 


Average 
haul, 
miles. 


203.52 
197.53 
163.35 
106.82 
158.46 
123.51 
- 165.51 


Carrier. 


N.Y. & Bw. BR. R. 
B. & O. R. R. Co. 
> B. & P. By. 
B. & M. R. R. 
M. C. R. R. Co 
— Ce ee mM. 
& A. R. R. 
Cc. R. R. Co 242.56 
& N. R. R. Co 171.00 
50. 353.47 
265.94 
270.81 
99.59 


irginian Ry. 
C. & O.. By. Coa. 
N. & W. Ry. 
Reading 

D. & H. Co. 
Lackawanna 
Erie 

Lehigh Valley 
Pennsylvania 
x.y. So. & W. 


P 
Cc 
3 
L 
Vv 


Anthracite coal is hauled in trains that transport the 
maximum train tonnage. The large tonnage hauled in 
the trains produces high earnings per train-mile. At 
the present effective rates the revenue per train-mile on 
anthracite coal transported to tidewater is, for the Jersey 
Central, $19.30; for the Lehigh Valley, $16.14, and for the 
Lackawanna, $16.43. These revenues are substantially 
higher than average train-mile revenue, as here shown: 


Freight 
revenue per 
train-mile. 


Freight 
revenue ,per 
train-mile. 


~ BR. CO... cee $2.696 N. & W. Ry. Co 


P. Cc. Cc. & St. L. By. 

Co. 2.770 
Virginian Ry. Co..... 4.567 
Eastern district, 1912. 3.12891 
Southern district, 1912 2.48888 
Western district, 1912 3.17357 
United States— 


In comparisons of average car-mile and train-mile 
revenues the revenue derived by these carriers from the 
transportation of bituminous coal, being considerably 
lower than anthracite revenue, reduces the average of 
the revenues to which anthracite coal is compared. With 
the exception of the Pennsylvania, and to a limited ex- 
tent the Erie, the bituminous coal tonnage of these re- 
spondents is received from their connecting lines, and 
their haul is but part of a long interline haul. The av- 
erage receipts per ton-mile derived by these respondents 
and five other carriers from coal traffic are here shown: 








oe I et 
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[Eee 


a 


Average receipts Average haul 


per ton-mile. of 1 ton. 
Anthra- Bitumi- Anthra- Bitumi- 
cite, nous, cite, nous, 
Carrier. mills mills miles. miles. 
ae Re Se eee 8.37 5.23 111.68 49.38 
ty } 4. SaaS 8.82 3.67 105.14 131.18 
ss ee Oe we, Be BR CR secs 7.40 5.80 191.36 66.96 
ae Re a. 7.54 pe o % eee 
cS’ |= |. eee 7.11 6.03 177.15 158.35 
’ *& |. jae 5.99 4.27 129.57 218,22 
a SS eee 6.02 3.88 63.05 80.78 
pS SS eer ree 5.96 a 212.51 Pers S 
mn 2. & @& WW. Br. Ce... 6.47 4.64 159.80 81.57 
a *tC£&£H.RR. RB. Co 6439 3.63 159.37 212.55 
ee oe eS Se: eee 5.01 3.97 171.66 206.60 
| a) ee A eee 4.94 4.15 95.07 176.68 
| A 46 2. eee 3.80 6.22 184.03 70.31 
a aE, ee ae 2.84 3.88 93.03 104.18 


In these various comparisons of revenue per car-mile, 
per train-mile and per ton-mile, we are conscious of their 
limitations. The average distance all commodities are 
hauled on the line of one carrier is not representative 
of the actual distance specific commodities included in 
that average are hauled because of the interline trans- 
portation of many commodities, and the total distance 
hauled is a very important factor in rate making. These 
carriers. with few exceptions, are the principal arteries 
of commerce to the largest city on this continent, and 
their freight traffic is therefore largely interline. 

There is, also a wide variation in the cost of trans- 
ent classes of traffic and in the cost of fa- 
ired to handle the different classes of traffic. 








Ant cite coal is a low-grade commodity which is 
transpggted in vast quantities in trains of maximum -ton- 
nage. he tonnage loaded in each car is much greater 


than is attained in the loading of most other classes of 
traffic excepting bituminous coal and oreg Most of the 
anthracite tonnage is produced from colligfies whose daily 
production, measured in carloads, is véry large. These 
conditions tend toward lower operat#fhe costs in trans- 
porting this commodity than result from the transporta- 
tion of most other commodities. 

In 1900 the tonnage of anthracite coal transported 
by these carriers was 45,000,000 tons of 2,240 pounds; in 
1906, 55,605,000 tons, and in 1913, 71,000,000 tons, or an 
increase of 58 per cent since 1900. This vast tonnage 
is produced from approximately 302 operations, collieries 
and washeries. The average tonnage of this commodity 
moved in trains to tidewater ranges from 1,750 to 1,850 
long tons per train. An analysis of the output of the 
collieries in the month of November, 1912. shows that 
if we accept 25 days as the number of working days for 
each colliery, and 1,800 long tons as the average tonnage 
per train, that 25.19 per cent of the tonnage was produced 
from operations having an average production of one 
trainload or more per colliery each day; that 51.69 per 
cent of the tonnage was produced from operations having 
an average production of from half a trainload to one 
trainload per colliery each day. and but 23.12 per cent of 
the tonnage was produced from operations having an 
average production of less than half a trainload of anthra- 
cite coal per colliery each day. On the basis of an av- 
erage loading of 39 long tons of anthracite coal per car, 
the operations having an average production per colliery 
or washery of more than 10 cars per day produced 93.77 
per cent of the total jonnage of anthracite coal. 

Ascending grad in the mining region have a tend- 
ency to cause hi transportation costs, but it is also 
true that the large daily production of these collieries 
and washeries d its assemblage for transportation in 
such large unit quantities tends toward low operating costs 
in transporting it. 

Return Empty Movement of Coal Cars/ 


The anthracite traffic to tidewater involves the return 
empty movement of cars to a greater exterit than results 
from the transportation of most other, g6mmodities. On 
some of the anthracite carriers approximately 97 per cent 
of the cars used to transport anthracite coal to tidewater 
are hauled back empty to the mining regions. The return 
empty movement in the westbound anthracite traffic is 
less, owing to the practice of utilizing westbound empty 
box cars in the carriage of anthracite coal destined to 
points west of the western termini of trunk line territory. 

The carriers’ have contended that it is unfair to com- 
pare the average revenue per loaded car-mile on anthra- 
cite coal with the corresponding average for other com- 
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modities because of the greater empty car mileage in the 
anthracite traffic. They have submitted statistics in which 
are presented average revenues per car-mile based on 
the combined mileage of loaded and empty cars. 

The difference between the average revenue of tide- 
water anthracite based on loaded car mileage and an 
average based on loaded and empty car mileage combined 
is illustrated in the following figures of the carriers: 


Revenue Revenue 
per per car-mile, 
loaded including empty 
Route and destination. car-mile. movement. 
Cents. Cents. 
Pennsylvania (including Northern Cen- 

ee rr eee er 23.07 11.56 
Ontario & Western: Weehawken........ 23.86 11.96 
Cn, a 25.70 12.85 
Erie (including N. Y., S. & W. and W.-B. 

& E.): Weehawken, Undercliff........ 31.64 16.41 
Lackawanna: Hoboken ........ccccsccees 32.86 17.72 
Lehigh Valley: Perth Amboy............ 34.94 18.29 
Jersey Central: Port Johnston piers, 

en RO eee 41.05 21.22 


The return movement of empty cars used in the 
anthracite traffic is an element of expense that should be 
given consideration. In their computations of average 
revenues the carriers allow for this element of unusual 
expense by spreading the revenues earned in the loaded 
movement over both the loaded and empty movement 
mileage. In considering comparisons of revenue, while 
giving due weight to extraordinary operating costs at- 
tributable to the anthracite traffic, we also have in mind 
that the heavy tonnage hauled in trains which transport 
coal offsets to a large extent the expense of returning 
the empty coal cars. It is, therefore, apparent that these 
various elements of extraordinary expense attributable to 
the transportation of certain commodities must be con- 
sidered from the standpoint of cost of service and not by 
adjustments of average revenue. 


Cost of Transporting Anthracite Coal. 


We have had before us within the past few years 
several important cases in which were presented data 
specifically prepared to set forth the element of cost of 
service. 

In the West Virginia Lake-Coal case, 22 I. C. C., 615 
(The Traffic World, March 23, 1912, p. 537). estimates of 
cost of transportation were prepared by the carriers, by 
the coal companies, and by the examiners of the Commis- 
sion. Referring to certain of these estimates, we said 
that whichever method was followed, the figures resulting 
make it evident that it is not beyond the range of pos- 
sibility to approximate the cost of carrying freight as 
distinguished from passengers over a certain division or 
even the carrying of a certain kind of freight when this 
constitutes a large proportion of a carrier’s traffic over 
such division. 

Concurrently there was before us the case Boileau 
vs. P. & L. B. R. R. Co., 22 I. C. C., 652 (The Trafiic. 
World, March 23, 1912. p. 551), in which complainants 
presented estimates of the cost of transporting lake 
cargo coal over some of the defendants’ lines. Compre- 
hensive details as to the processes by which the various 
elements of cost were ascertained were supplied by com- 
plainants’ witness. As to the value and significance of 
cost of service data, we held that casts do not determine 
rates, yet most rates have within them as a constituent 
the element of cost. Cost is generally an important ele- 
ment in arriving at a judgment with respect to a rate. 


We have also had occasion to consider cost of service 
in Pittsburgh Vein Operators of Ohio vs. Pennsylvania 
Co., 24 I. C. C., 284 (The Traffic World, July 6, 1912, p. 9), 
and in the case Louisville & Nashville R. R. Coal and 
Coke Rates, 26 I. C. C., 27 (The Traffic World, Feb. 8, 


1913, p. 360), we held: 


We realize that there is no exact method of so separating 
the accounts of a carrier as to determine exactly what is the 
cost of moving any particular portion of its traffic, and that the 
best that may be accomplished is an approximation. 


~*~ 
While cost is an important element in determining the rea- 
sonableness of freight rates, it is not controlling, and we do not 
think a reasonable maximum rate is ipso facto only such a 
rate as pays a fixed distributive share of all operating expenses. 
So long as freight is classified this cannot be, and the 
preservation of that classification calls for the exercise of “‘the 
vw limit of judgment which belongs to the power to fix 
rates,’’ 
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In the instant case, conditions were peculiarly favor- 
able for computing the cost of service. Anthracite coal 
is exclusively a carload commodity. It originates in vast 
quantities from a comparatively small district. A large 
number of the collieries from which it is taken have a 
unit production of one-half a trainload of coal or more 
each working day. Much of its movement is in solid 
trainloads. Large amounts are transported to tidewater, 
and to a great extent in this movement, anthracite coal 
constitutes the only commodity in the train or constittues 
a large proportion of the train tonnage. 


In the many cases we have considered wherein ship- 
pers have attacked the reasonableness of the rates on 
this commodity, the defendant carriers have advanced 
many reasons to show wherein the transportation costs 
of hauling anthracite coal were extraordinary and: not 
comparable with transportation costs arising from hauling 
other commodities. 


Having these matters in view, therefore, we directed 
our examiners to compute the cost of service for anthra- 
cite coal, including only such costs as are represented in 
operating expenses. Complete results were reached as 
to the tidewater movement of anthracite over the Central 
Railroad Co. of New Jersey. The traffic hauled in the 
month of November, 1912, was the basis of the com- 
putations. Part of the operating costs resulting from 
the transportation of anthracite coal to tidewater on the 
Lackawanna Railroad and terminal costs on the Reading 
Railway were also compiled. 


The conduct of the anthracite traffic was described 
in considerable detail in the record. It is sufficient here 
to say that in general it involves the collection of the 
loaded cars from the breakers and washeries into as- 
sembling yards, the necessary switching into trains, the 
road haul to destination, terminal services, and the re- 
turn of the empty cars. The computations are set forth 
in detail in the appendix to this opinion, and they indi- 
cate how the various services were accounted for in the 
computations made by the Commission’s examiners. 

Briefly stated, the examiners found that the operating 
cost of transporting anthracite coal to tidewater by the 
Central Railroad Co. of New Jersey was 59.26 cents per 
long ton from the Wyoming region (average haul, 160 
miles), 44.35 cents per long ton from the Lehigh region 
{average haul, 120 miles), and 49.04 cents per long ton 
from the Upper Lehigh region (average haul, 140 miles), 
making a weighted average of 3.3 mills per short ton- 
mile to the three tidewater termini of this carrier. The 
Central Railroad of New Jersey costs were computed 
for a railway line whose average distance to tidewater 
is shorter than the average haul of the other carriers. 
We have frequently held that cost of service per ton- 
mile properly decreases as the length of the haul in- 
creases. In the short haul of the Central Railroad of 
New Jersey there are included the assembling costs and 
the terminal costs which necessarily result in causing 
a higher cost per ton-mile than would result under similar 
operating conditions for the longer haul to tidewater of 
the other carriers. 


The working papers on which the cost exhibit was 
based were made available for inspection by the carriers 
during the eight months which elapsed between the date 
the exhibit was submitted in evidence and the cross- 
examination thereon, and the carriers’ officers had pos- 
session of these papers for a considerable part of the 
time. The cross-examination on this part of the case 
was extended and in comprehensive detail. 


The carriers in their brief and in the argument have 
dwelt at length upon certain inaccuracies and incon- 
sistencies in the cost figures and asserted that they were 
based upon inapplicable and inappropriate statistics not 
designed or kept for the purpose of computing operating 
costs. Certain of these criticisms appear to be well taken, 
but after a review of the entire matter we are of opinion 
that the record does not contain facts that cast doubt 
on the substantial accuracy of the results. At most, cost 
of service is but one of several factors which we must 
regard in our consideration of the rates before us in 
this case, and there is a considerable margin between 
the costs and the revenues derived from the rates. 


The margin of profit on tidewater anthracite is indi- 
cated by a comparison of the cost of transportation, 3.3 
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mills per ton (2,000 pounds) per mile, with the average 
revenue here shown: 


2 Average revenue Average revenue 
; per ton. per ton-mile. 
Average 2,240 2,000 2,240 2,000 
Carrier. haul. lbs. lbs. lbs. lbs. 
Miles. Mills. Mills. 
Ca OE TR. Oc cccnn 140.58 $1.489 $1.329 10.59 9.45 
se. 157 1.484 1.325 9.45 8.44 
N. .* O. & W. Ry. Co.209 1.447 1.292 6.92 6.18 


ing ah , = ‘s 


i. Th. BR, Gade c xcs 169.90 1.407 1.256 8.28 7.39 
a a Be Mes ise veces 185.70 1.338 1.195 7.21 6.44 
D., l. & W. BR. RB. Co.147 1.300 1.161 8.84 7.90 
P. R. R. Co. (includ- 

ing N. C. Ry. Co.)..221.43 1.347 1.203 6.08 5.43 


The revenues per ton (2,000 pounds) per mile on 
anthracite coal transported to Buffalo via the various 
routes are here shown: 

Prepared oe 


evenue 
per 
To Buffalo. Miles. Rate. ton-mile. 
Via Direct Routes. 
DE oh aid adacmtaccsessanesakaee 276 $1.7857 $0.00647 
EE RC eee ee 301 1.7857 -00593 
Erie (from Pittston group)............. 296 1.7857 :00603 
Via Circuitous Routes. 
Pennsylvania (from Wyoming region) .326 1.7857 .00548 
Reading via Newberry Junction and ; 
a Re eer 397 1.7857 .00449 
Ontario & » ——_ Dt Oneida and N. 
: && Sa Rete 332 1.7857 .00539 
Delaware & lien (via Schenectady 
and POO TEU COMETRD occ ccccccccese 456 1.7857 -00393 
Pea and smaller. 
Revenue 
per 
To Buffalo. Miles. Rate. ton-mile. 
Via Direct Routes. 
EERE IEE ee re ee 276 $1.5625 $0.00566 
I I iol ath’ tithincn ain oar oboe bane 301 1.5625 -00519 
Erie (from Pittston group).............296 1.5625 -00528 
Via Circuitous Routes. 
Pennsylvania (from Wyoming region). .326 1.5625 -00479 
Reading via (Newberry Junction and 
, 2” cee eto: 397 1.5625 .00394 
Ongatio & - estern tie Oneida and N. 
Aye > oe Mf eee 332 1.5625 -00472 
mulieneet & Hudson (via Schenectady 
and New York Contral).....ccscscoce 456 1.6964 -00373 
ae" | 
Carriers’ Investment and Income as Deduced from Their 
Books. 


The carriers have submitted in evidence statements 
concerning their investment in road and equipment and 
in working capital, their net operating income, and the 
ratios of net operating income to investment for a number 
of years. The object of the statements, as testified 
by the carriers’ witness, has been to show cost of ma- 
terial in place, so far as that could be ascerfained. Con- 
sidering this cost as representative of the investment, the 
statements show that the respective net operating in- 
comes of the New York, Ontario & Western Railway, the 
Erie lines and the Pennsylvania Railroad were less than 
6 per cent on the investment for the year ended June 
30, 1913, and for the year 1914 they were less than 6 
per cent for those three railway systems and for the 
Lehigh Valley Railroad. 

The investment, total property devoted to public use, 
as thus presented by the carriers, and the per cent of 
return on the investment produced by the net operating 
income as adjusted are here shown: 


Amount of income. 


o 
pe) ®.: 
"Oo. 4 
SEs Pep 
on 2 og g 
5 oo 7. «ff se 
Carrier and year, oo £. ree ae ge 3 5 3 
- mS oe) 2 ° 2 3) 4 i 2] S s i>) | 
“o's © § of Kune nha 
ofa, ¥oe eon OD, nO, 
oRo 228 Se go AG 
—Q ar 42osk Moh mor, Bio Qa 
Year ended June 30, 1913. 
D., L. & W. R. R.$187,102,870 $14,450,741 7.73 $3,224,569 ....... 
TO edivucies ed 238,325,264 21,836,887 9.16 7,537,871 ....0.. 
eS 2s eee 107,906,939 8,990,587 8.33 2,516,171 ....... 
Cc. R. R. of N. J.. 94,837,868 8,269,160 8.72 2,579,488  ....... 
N. Y., O. & W. Ry. 56,694,648 Ft £* ae $930,208 
ES | eer 196,753,503 12,985,175 6.60 1,179,965  ....... 
Pa. and Nor. Cent. 753,420,790 42,431,006 5.63 ....... 2,774,241 
DE sacesierdnairain 386,648,946 16,246,206 4.20 ....... 6,952,731 
Bay ee Oe Wiese wf 6 8 Ree 1,638,424 
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Year ended June 30, 1914. 


D., L. & W. R. R. 189,049, poe! 13,228,514 7.00 1,885,545 ....... 
Reading .......... 239,795,049 16,496,989 6.88 2,109,286 ....... 
D. & H. Co....... 109,406,222 7,376,514 6.74 eC eer 
C. R. R. of N. J.. 100,395,569 6,356,046 6.33 332,312 aw eee ee 
N. Y., O. W. Ry. 57, 889, 005 1,952,646 3.37 ....... 1,520,094 
L. V. R. R......-- 204,131,959 10,839,735 5.81 =... 22 1,408,188 
Pa, and see. Cent. 788,433,134 37,091,308 4.70 ....... 10,214,680 
BrI@ 2. cccccdecvcce 397,695,141 13,942,448 3.51 ....... 9,919,260 
N. Y., S. & W.... 44,250,863 905,437 2.04 ....... 1,749,615 


The combined investment of the several carriers in- 
cludes an amount estimated by them at $42,759,000 to 
represent working capital. It also includes $196,643,000, 
representing additions and betterments to the carriers’ 
property charged to income and profit and loss, although 
the carriers’ exhibit shows but $10,070,221 for the latter 
item. The total combined investment, including working 
capital, is shown to be $2,131,046,429 on June 30, 1914. 
By merging the book entries of property costs of their 
various railway lines these carriers have proceeded to 
the conclusion that 6 per cent per annum is the lowest 
possible suggestions as to what would constitute a fair 
return on the investment, and that “a legislative com- 
mand to accept anything less than 6 per cent would be 
adjudged to be confiscation.” 

In considering this question we do not suggest that 
6 per cent per annum income is too high a rate of return 
on railroad investments or too low a return. The stock- 
holders of several railways operated by the initial anthra- 
cite carriers have leased their properties to anthracite 
carriers for a return of 4 per cent per annum on their 
investment; some properties are leased at 7 per cent 
per annum, and some at 10 per cent per annum under 
long term leases. 

If these statements present a reliable figure of cost 
of property, it might then be necessary to decide if the 
operating company is entitled to a return of 6 per cent 
on the property cost of leased lines for which rent has 
been fixed in long term leases at 4 per cent per annum; 
or if shippers should pay rates which produce a return 
of 10 per cent on the property investment of such leased 
lines when the rate of rental has been fixed at 10 per 
cent per annum in the leases; and, further, if the oper- 
ating company is entitled to a return of 6 per cent on 
the property it purchased from the proceeds of bonds 
bearing 4 and 5 per cent interest, and if the operating 
company is entitled to earn 6 per cent on the unpro- 
ductive betterments purchased with surplus earnings. 
The principal railway systems borrow large sums of 
money at rates of interest much lower than 6 per cent, 
and with the money construct side lines and lateral 
branches and invest in non-productive betterments which 
cannot earn 6 per cent on the investment. In the Five 
Per Cent case, 31 I. C. C., 383 (supra), we pointed out 
that the average rate of interest paid by the lines in 
Official Classification territory was 4.07 per cent per an- 
num during recent years. 

Most of the large railway systems of this country 
were made up by consolidating and merging many lines 
of railway which started as independent enterprises. 
Other lines came under the control and domination of 
an operating company at fixed rents or rates of com- 
pensation payable on their securities by the operating 
company. The tendency has been for the great systems 
to acquire control of their poorly placed, indifferently 
operated, or isolated feeders and competitors, not at their 
original cost, but at a cost either higher or lower than 
the construction cost. They have often been purchased 
at receivers’ sales for much less than their original cost, 
and the loss was borne by the original investors. 

The investment shown in the carriers’ statements 
does not represent cost of property nor an approximate 
figure of cost, so we will dismiss from further consid- 
eration the questions as to the cost of the properties 
to the operating company or the present owners. 

At the outset of this inquiry in December, 1912, the 
Commission endeavored to ascertain from the carriers 
the cost of the properties used by these carriers in their 
operations, but we were informed by the several carriers 
in January, 1913, that their books did not contain that 
information, and not one of them was in a position to 
show the cost of their property. The reasons advanced 
for this were that the construction books of the original 
lines were not in the possession of the present operating 
companies, and that the figures in the old books were 
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not translatable into the cost of property as defined in 
the present classification of accounts, as well as many 
other reasons showing the impossibility of ascertaining 
property costs. 

In the Five Per Cent case, 31 I. C. C., 351 (supra), 
we expressed our dissatisfaction with the property in- 
vestment as presented by the carriers. The figures pre- 
sented in that case included the property investments of 
the several respondents in the present case. During the 
proceedings in this case we decided to ascertain, so far 
as it was possible without unduly delaying the determina- 
tion of this case, the character of the property investment 
as presented by these carriers. We directed the Com- 
mission’s examiners to make a brief examination of the 
carriers’ books and ascertain, so far as it was possible, 
the character of the costs submitted to us as repre- 
sentative of property costs. The results of these exam- 
inations made during the hearings show that the state- 
ment of Reading Railway property costs contained items 
aggregating $38,000,000, which represented operating defi- 
cits, bonus stock issued, arbitrary write-ups of road ac- 
counts, cost of securities which apparently had no value 
but were charged off to road account. and similar items 
which had been included in the book accounts of prop- 
erty costs, all of which inflated the cost of road and 
equipment as shown in the carriers’ books, but did not 
actually represent expenditures for road and equipment. 
Most of these items were included in the road account 
prior to 1907. Obviously, present-day rates should not be 
expected to earn a return on property costs inflated by 
the inclusion of such items. Other amounts included in 
cost of road as shown by “road account” were: For the 
Pennsylvania, cost of coal-producing lands, $1,642,149, on 
which no income has been received in recent years, and 
bonus stock, $1,565,527; for the Lackawanna, bonus stock, 
$426,355, discounts and commissions on securities, $795,- 
329; for the Central Railroad of New Jersey. an arbitrary 
write-up of cost of road, $2,757,643. As the carriers, by 
amended exhibits or upon their briefs, have adopted these 
reductions from their property costs, and as a reduction 
of $33,000,000 has been made in the cost of the property 
of the New York, Ontario & Western Railway, the prop- 
erty costs in the instant case differ from the property 
costs presented in the Five Per Cent case. In the Five 
Per Cent case, 32 I. C. C.. 328 (The Traffic World, Dec. 
26, 1914, p. 1152), we stated that the property invest- 
ment accounts as now standing on the books of the 
carriers cannot be accepted as accurately representing the 
fair value of their property devoted to serving the public. 

The evidence shows that the road account, now des- 
ignated “cost of road,” was used prior to 1907 as a gen- 
eral clearing account into which was charged valueless 
and uncollectible items and liabilities which could not 
conveniently be absorbed into other accounts. This was 
not considered wrongful or bad bookkeeping in those 
days, and we do not desire to criticize these carriers now 
for such past practices. These respondents, for the pur- 
poses of their statements of investment and income, have 
merely revised their property accounts for recent years 
and have presented the result of such revisions as repre- 
sentative of cost of property. The property costs as in 
1913 here presented total $2,023,076.827, of which $1,023,- 
076,827 is representative of revised property accounts as 
deduced from the carriers’ books and $1,000,000,000 of it 
represents unrevised property accounts. Even as to those 
two carriers. the Lehigh Valley and the Delaware & Hud- 
son, which claim to have extended the revision back to 
construction periods, books and records were not existent 
to enable them to yet complete costs of property. 


Property costs deduced from the old books of these 
carriers are not reliable. The fault is back of the books. 
This is well illustrated by the cost of construction of 
the Port Reading Railroad, which the carriers’ expert has 
ascertained from its books to have been $3.025,000. This 
railroad is of recent construction, being completed in 
the year 1894. The Commission’s examiners found, by 
their review of the construction contracts and records, 
that the actual cost of constructing this railroad was 
$1,525,000, and that the book cost includes $1,500,000 rep- 
resenting a bonus payment in securities to the construc- 
tion company. Such practies were so prevalent in rail- 
road construction in former years that we must regard 
property costs deduced from the old books as very um 
reliable. 












452 


The property costs per mile of line shown for the 
Erie Railroad are $199,832, and for the New York, Sus- 
quehanna & Western Railroad, $200,213, while for the 
Reading they are $157,732, and for the Pennsylvania, 
$180,543. Such property costs for the New York, Sus- 
quehanna & Western, whose terminal properties are very 
limited in comparison with the other lines mentioned, 
clearly indicate the unreliability of book costs as rep- 
resentative of actual cost of property. Counsel for the 
carriers frankly admits the dubious character of Erie 
= costs arising from the book entries of such costs 
in : 

The carriers have used the term “total property de- 
voted to public use” as representative of the investment 
in their railway properties devoted to public use. They 
have included in their investment the cost of properties 
rented to tenants and used for private purposes, and they 
justify this by the assertion that it was acquired for 
railroad purposes and may in the future be used for 
railroad purposes. The Lackawanna Railroad has leased 
extensive properties to tenants for their use for private 
purposes. Among the properties so leased are a large 
number of retail coal trestles and properties which we 
have hereinbefore stated were rented to the Delaware, 
Lackawanna & Western Coal Co. at less than their true 
and actual rental value. During the proceedings in this 
case we were advised by counsel for the Lackawanna 
that a new lease had been entered into whereby the coal 
company would pay an increased rent to the carrier, and 
the carrier’s return on the property so rented after the 
payment of taxes would be 4 per cent per annum. Ob- 
viously, retail coal trestles and such structures erected 
on the carrier’s premises, when the exclusive use thereof 
is leased to private parties, should not be described as 


property devoted to public use. Should the freight rates . 


make up this difference between the general return of 
6 per cent per annum claimed by the carrier and the 4 per 
cent per annum which the carrier accepts in rent from 
the tenant? The investment figure submitted in the sev- 
eral carriers’ statements contain the cost of considerable 
property that is not devoted to public use. 


Unproductive Betterments. 


The Pennsylvania Railroad has expended on its new 
passenger terminal properties in New York City approxi- 
mately $114,000,000. These properties are operated by 
the Pennsylvania Tunnel & Terminal Railroad Co., and 
the operations result in deficits each year. The deficit 
in the year ended June 30, 1913, was $2,087,000. The 
record shows that the terminal was constructed for the 
benefit of the Pennsylvania lines west of Pittsburgh, as 
well as the lines east of Pittsburgh, but no part of its 
cost is, by the carrier, assigned to the income of the 
lines west of Pittsburgh. In the statements of invest- 
ment and income the deficit is charged to the income of 
the Pennsylvania Railroad (the lines east of Pittsburgh), 
and the per cent of net operating income on the invest- 
ment for the Pennsylvania Railroad is substatially re- 
duced because of these deficits and the large investment 
in this terminal property. The record shows that when 
the New York Connecting Railroad, now under construc- 
tion, is completed the terminal properties will some time 
in the future be used for passenger traffic between the 
Pennsylvania lines and the New York, New Haven & 
Hartford Railroad. Thus’ the question is presented: 
Must the present effective freight rates of the Pennsyl- 
vania Railroad earn an annual return of 6 per cent on 
the investment in these passenger terminal properties? 
The record shows that $47,000,000 of the expenditures 
in this property has been charged to profit and loss, and 
to income of the Pennsylvania Railroad; that is, its past 
surplus income has already contributed $47,000,000 to 
the cost of this property. 

In the Five Per Cent case, 31 I. C. C., 375 (supra), 
we called attention to investments made by the carriers 
in unproductive betterments. These carriers, vested with 
governmental authority and charged with a public trust, 
have in response to public demand, and in compliance 
with legislative enactments. made large expenditures for 
improvements which are relatively unproductive, at least 
such expenditures have not resulted in an increase in 
their revenues proportionate to such expenditures. It 
is in the public interest that such improvement should 
continue to be made, and for such purposes a railroad, 
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no doubt, is justified in accumulating a reasonable amount 
of surplus. In order to give adequate consideration to 
such matters, we must view the actual operating results 
of the carriers as presented in their annual reports, which 
we have prescribed, showing their actual income, ex- 
penses, rentals and surplus. These items are not set 
forth in a satisfactory manner in the carriers’ state- 
ments of investment and income. We have under con- 
sideration the rates of the operating companies, and we 
must view their actual income and expenses. 


The Erie Lines and the New York, Ontario & Western 
Railway. 


Now, to follow the theory of a stipulated annual re- 
turn on all railway property: The Erie Railroad has not 
revised its property accounts prior to the last receiver- 
ship and reorganiaztion of the Erie properties, in the 
year 1895. We have in another part of this report re- 
ferred to the overcapitalization of the Erie lines. It 
seems pertinent to here point out that, based on the 
showing contained in the carriers’ exhibits for the year 
1913, the Erie’s net operating income would have to be 
augmented to the extent of 42.80 per cent, in order to 
make it sufficient to produce 6 per cent return on the 
property investment claimed, and the year 1913 was one 
of the prosperous years. The New York, Susquehanna 
& Western would require 162.07 per cent greater income 
to reach the 6 per cent measure of return. The New 
York, Ontario & Western Railway would require 37.64 
per cent more income to attain the 6 per cent result 
in 1913. It is apparent that rates which would produce 
the 6 per cent result for the Susquehanna & Western and 
the Ontario & Western would be absolutely extortion- 
ate. 

The collieries in the Wyoming region are served by 
eight railway lines. All these lines extend to tidewater 
except the Delaware & Hudson Co., and the Delaware & 
Hudson reaches New England states’ markets by means 
of connections with several New England lines. 

The Scranton branch of the New York, Ontario & 
Western Railway was extended into the mining region, 
and completed in July, 1890. This was the seventh rail- 
way line constructed into the Wyoming region. 

In 1881 the New York, Susquehanna & Western Rail- 
roaa Co., which reaches tidewater at Edgewater, N. J., 
was formed by the consolidation of six railway com- 
panies, and in 1882 it established a connection with the 
Delaware, Lackawanna & Western Railroad at Strouds- 
burg, Pa. It also constructed certain branch lines of 
railway in the Wyoming region, connecting the collieries 
of its coal company, the Pennsylvania Anthracite Coal 


Co. (which subsequently became the New York, Sus- 


quehanna & Western Coal Co.), with the Lackawanna 
Railroad. The Lackawanna transported the coal gath- 
ered on these branch lines to the New York, Susquehanna 
& Western Railroad at Stroudsburg until’ the Wilkes- 
Barre & Eastern Railroad was completed. The Wilkes- 
Barre & Eastern Railroad, extending from a connection 
with the New York, Susquehanna & Western near 
Stroudsburg into the Wyoming region, was completed in 
1894. Its capital stock is owned by the New York, Sus- 
quehanna & Western, and its extension into the mining 
region constituted the eighth railway line constructed into 
the Wyoming region. 

When the New York, Susquehanna & Western Rail- 
road was projected, it offered, through its coal company, 
to buy coal from operators on 50 per cent contracts. The 
price before that had been 40 to 45 per cent. The ex- 
tension of the New York, Ontario & Western Railway 
into the Wyoming region resulted in a further increase 
in the contracts to 65 per cent of the selling price at 
tidewater. Reading case, 226 U. S., 361. These carriers 
made use of their public franchises as common carriers 
to aid themselves as vendors in suppressing or controlling 
the activities of their customers and competitors, the in- 
dividual operators. That such a course of conduct would 
result in inviting the construction of additional railway 
lines was but the natural consequence of such acts. The 
welfare of the shippers was incompatible with the min- 
ing and selling operations of the carriers. Had the car- 
riers performed their public duties in an impartial and 
nondiscriminatory manner, and _ established just and 
reasonable rates for all shippers, would eight lines of 
railway have been constructed into the Wyoming region? 
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The anthracite tonnage which the Erie commands is 
divided between two railway lines, its own. route and 
the joint route, the New York, Susquehanna & Western- 
Wilkes-Barre & Eastern, both of which extend to tide- 
water. The joint route has been controlled since the 
year 1898 by the Erie Railroad. It reaches four collieries, 
three owned and operated by the Erie’s coal company, 
the Pennsylvania Coal Co., and one colliery, of small 
capacity, operated by an independent operator. 

The Erie Railroad acquired the entire capital stock 
($26,000,000) of the New York, Susquehanna & Western 
Railroad in 1898, by giving in exchange therefore its own 
capital stock to an equal amount, which was issued for 
that purpose. The market price of Erie stocks at that 
time ranged from $7 to $8% for common, $19 to $22 for 
first preferred, and $91 to $11 for second preferred; New 
York, Susquehanna & Western stocks were quoted on the 
market at from $5% to $7 9-16 for common, and $1414 
to $19 for preferred. Quotations of both companies were 
based on par value of $50 per share. 

Here are two lines, the New York, Ontario & West- 
ern and the New York, Susquehanna & Western, whose 
earnings are unfortunately limited by the customs which 
have prevailed in marketing anthracite coal. Their com- 
petitors control the traffic at its source, so these two 
carriers can get only the tonnage from the lands that 
were not acquired by their competitors who entered the 
mining regions before them. 

The joint route, New York. Susquehanna & Western 
Railroad-Wilkes-Barre & Eastern Railroad, receives 97 per 
cent of the coal tonnage it transports from the mining 
region from the two coal companies owned by the Erie, 
and it is apparent that the anthracite tonnage hauled 
by this joint route consists only of that which the Erie 
elects to divert from its own line to tidewater. Anthra- 
cite coal constitutes 80 per cent of the total freight ton- 
nage of the Wilkes-Barre & Eastern Railroad. Obviously, 
if reasonable rates and transportation conditions had 
been accorded by these respondents to the individual 
operators, a large part of this joint route would not have 
been constructed. 

Giving consideration to the said conditions, it is ap- 
parent that 6 per cent per annum earnings on the whole 
property of a railway system or a group of railways under 
such circumstances is unattainable. 


Income of the Initial Anthracite Carriers. 


For the year ended June 30, 1913, the total operating 
revenues of these carriers were $448,711,496, their total 
freight revenues were $342,499,310, and the revenue they 
derived from transporting anthracite coal was $96,516,- 
183. The ratio of their anthracite coal revenues to their 
total freight revenue ranged from 6 per cent to 86 per 
cent. 

The revenues of railway companies being subject to 
considerable fluctuations from year to year, the state- 
ment thereof is viewed on a better basis if we consider 
the average for a period of years. The following figures 
show the annual average of total operating revenues of 
freight revenue, and of revenue derived from the transpor- 
tation of anthracite coal during the six years 1908 to 
1913: 


Carrier. 
ae Re RR ge ee A re ee cre ee ee eee nee 
P. & R. Ry. Co. 
D. L. & R. 
is ¥. BR. k 
D. & Hz. 
Fr. B. R. 
a. 4. 
Erie R. 
ie, a. 
W.-B. & 
N. ¥. ©: 
EN Sheed a ados 6 wma Spas a 6s ese alhieade ee La bos SO tk LOR 
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The operating revenues earned by these carriers have 
increased greatly during the past 10 years, as shown by 
the averages per mile of line following: 


1904. 1913. 
C.. Re BR. Of Ni Ty ccccccccosesccccvcocccsscvossee $29,769 $42,016 
BP. & BH. RY, CO. .cccccceecss prtteteeceeeeeeeees 33,795 49,553 
D. Li. & W. Ri. R. CO... .ccccvcccccccccccccccces 35,222 42,275 
Te, Vi BR. BR. CO. cccccccccccccccccesccccecvooses 21,456 29,665 
De B BH. CO. ccciccccctcvccscscvcseccosoese cess 17,682 28,115 
ae ere rrr er ere ee 30,097 45,101 
WN. Cy. Ry. CO, ccccccvccscccccvcccvcccssecceess 21,962 28,241 
Erte TR. BR. CG. ccecccscsedvccsoessegeesvoeeseves 21,926 27,147 
N. Y. S. & W. R. RB. CO. cccccccceccccscvccecs 13,655 18,954 
W.-B. & EB. R. BR. CO... cccccccccccvccccvccccce 6,751 7,180 
N. Y. O. & W. Ry. CO...cccccccccscccccccecece 12,165 16,715 


With minor exceptions the averages for 1904 are the 
lowest in the 10-year period, and the averages for 1913 are 
the highest during that period. 


Of all the railways in the United States with annual 
operating revenues of $1,000,000 or more, only three be- 
sides those above indicated had revenues in 1913 and in 
1914 averaging $40,000 per mile of line or more. The 
three exceptions are the Pittsburgh & Lake Erie Rail- 
road Co., the Bessemer & Lake Erie Railroad Co., and 
the Bingham & Garfield Railway Co. The very unusual 
traffic conditions enjoyed by the first two roads are well 
known, while the third is a heavy carrier of ore, so 
that the four initial anthracite carriers showing such un- 
usual earning capacity hold a position unquestionably 
unique among the steam transportation systems of the 
country having diversified traffic. 


The exceptional earning capacity of the principal 
antharcite carriers is well illustrated when comparison 
is made with the average operating revenue per mile of 
line of the following representative carriers. The figures 
are for 1913: 


New York Central & Hedeon Wivee TE. Th. Ci 8 Ceca cee $30, 7176 V/ 
Reltigsera GB Cite. Te. TE, Cine coas 0:05 5 0:06:00 05000006a66.008 B 22,789 
Buffalo, Rochester & Pittsburgh RE errr er 19,113 
Michigan Central R. R. CO....-veccccccscccccsesccccercees 19,448 
Pittsburgh, Cincinnati, Chicago & St. Louis Ry. Co. . 30,2364 7 
Hocking Valley Ry. CO.....c.ccccccccccccccccccccscccsvons 22,241”* 
pg ae ee. SorrrerreTT rere eT er 13,497 
Louisville & Nashville R. R. C0.........ccwccccccccccscces 12,338 
Atlantic Coast Lime R. R. CO... .cccccccccccccceccccccves 7,833 
Wirt BR. CO o oin.0.0 6.0.0 09:09 0.0988 0 Che Hije 4.0.04 9:06:94 90.09:0:9 11,896 
Chain Me Wile Mi. Cis onrces ncapidabarscoesenececomne 15,129 / 
Norfolk & Western Ry. C0.....ccccccccccccesccsccscccsccs 21,623 


To handle traffic of such density and volume has re- 
quired very large investments on the part of the re- 
spondent carriers, so that their properties show excep- 
tional characteristics in the large number of units, and 
the size of equipment in service, the large number and 
considerable length of passing tracks and sidings, the 
extensive yard and terminal facilities, and the amount 
of other properties representative of a large investment. 


The relative proportions of operating revenues avail- 
able for operating expenses and for net fixed charges 
are shown in the following figures, which represent the 
average results for the five-year period 1909 to 1913. In- 
come from sources other than railway operations has 
been deducted from rents, interest, and other fixed 


’ charges to reach net fixed charges: 





Total freight revenue, Anthracite coal revenue. 


ans 


3 | SHO See Bre 
3 ° Se oo ° — 
me a ws ~~ me ~ ws 
£2 es ; well os & 
of = “Sy = ee a 68S “ 
=? 3 oss = one o63 
So 9 Dee ES see sag 
S u & eoe = ges soe 

H < a] < [ent fo 
$ 25,220,405 $18,855,042 74.8 $8,739,661 46.4 34.7 
43,759,786 35,090,286 80.2 12,308,651 35.1 28.1 
35,887,886 26,336,441 73.4 14,114,105 53.6 39.3 
37,075,349 31,391,700 84.7 15,152,018 48.3 40.9 
20,775,245 17,148,016 82.5 8,067,960 47.1 38.8 
158,503,949 115,489,971 72.9 8,313,544 7.2 5.2 
12,556,944 9,594,796 76.4 2,219,834 23.1 bad 
47,239,895 34,880,851 73.8 11,049,575 31.7 23.4 
2,744,800 1,829,803 66.7 907,547 49.6 33.1 
665,205 657,628 98.9 583,829 88.8 87.8 
8,711,407 6,757,783 77.6 4,108,352 60.8 47.2 
~caieeetacmies, 1” ih 2 ieee cece ~) sea es tia echiee 
$393,140,871 $298,032,317 75.8 $85,565,076 28.7 21.8 
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Ssaua S385 252028 
EEOS ~eeS Tee” 
S555 8553 Bosses 
‘ eat Sai EESSEo 
SS fe eee ee 15.74 26.84 
oe. * eer ee 61.52 19.21 19.27 
OV Be ie Wh. ORF 0.0 ccewnes 59.32 6.07 34.61 
Sat @ @ eiipagdappeeeseqe 63.92 15.83 20.25 
ff & pe eenerraeteersi 60.91 13.02 26.07 
Sl Mes thcncapaneeid sees 71.65 5.27 23.08 
CM TEE nsancstedeaasdchenian 83.10 95 15.95 
EE OE Minden ck tceslike ola’ 66.16 23.31 10.53 
ie ty Oe Ge Ok BE GO. cc rvececs 61.60 29.64 8.76 
LA Ts 4 a See 67.25 32.75 ogee 
ete Se eee 70.37 17.21 12.42 


*Figures for net income from mining operations for 1908 to 
1911 in Morgan Exhibit No. 36 here used as miscellaneous in- 
come for purposes of comparison. 


+Figures based on three years, ‘1911, 1912 and 1913. 
tFigures based on four years, 1910 to 1913. 


Now, to consider the net corporate income of these 
carriers and its relation to their capital stocks. By the 
term net corporate income is meant the net amount re- 
maining from the carriers’ operating revenues and income 
from other sources after the payment of operating ex- 
penses, taxes, rents, interest, and other fixed charges. 
This represents the profits of the carrier available for 
dividends, for reserves for the purchase of additional 
property, for accumulation of surplus, or for such other 
purposes as the stockholders through their board of di- 
rectors may elect. The net corporate income of these 
carriers for the 5-year periods, for the 10-year period, 
and for the one year 1914 is here shown, compared with 
the net corporate income of other representative carriers 
for the year 1913: 


Net corporate income. 
Ratio to 
Amount capital 
per mile stock, 


Amount. of line. per ct. 
“ 2. RB. Ca of &.. J. : 
5-year average, 1904 to 1908....$5,184,930 $7,726 18.90 
5-year average, 1909 to 1913.... 6,709,976 10,001 24.46 
10-year average, 1904 to 1913.... 5,947,453 8,864 21.68 
Year ended June 30, 1914........ 5,723,934 8,443 20.86 
P. & R. Ry. Co.: 
5-year average, 1904 to 1908.... 7,587,396 7,553 37.94 
5-year average, 1909 to 1913.... 8,592,011 8,430 25.66 
10-year average, 1904 to 1913.... 8,089,704 7,995 30.25 
Year ended June 30, 1914*....... 7,426,621 6,632 17.48 
D. L. & W. R. R. Co.: 
5-year average, 1904 to 1908....11,530,718 13,921 44.01 
5-year average, 1909 to 1913....12,564,197 13,491 42.65 
10-year average, 1904 to 1913....12,047,458 13,694 43.29 
Year ended June 30, 1914*....... 10,313,231 10,745 24.40 
D. & H. Co.: 
3-year average, 1911 to 1913..... 5,755,679 6,777 13.54 
Year ended June 30, 1914........ 4,113,760 4,672 9.68 
m ¥..& Be. Ca: 
5-year average, 1904 to 1908.... 7,002,243 4,926 17.31 
5-year average, 1909 to 1913.... 7,570,124 5,250 14.41 
10-year average, 1904 to 1913.... 7,286,184 5,089 15.67 
Year ended June 30, 1914*....... 7,056,660 4,900 11.64 
Pr. & 2 Ca: 
4-year average, 1910 to 1913.....38,272,541 9,567 8.62 
Year ended June 30, 1914........ 36,397,775 8,913 7.29 
N. C. Ry. Co.: 
5-year average, 1904 to 1908.... 2,294,733 4,964 13.57 
5-year average, 1909 to 1913.... 2,009,697 4,267 10.39 
10-year average, 1904 to 1913.... 2,152,215 4,613 11.87 
Year ended June 30, 1914........ 1,623,864 3,439 8.39 
Erie R. R. Co.: 
5-year average, 1904 to 1908.... 3,585,936 1,899 2.03 
5-year average, 1909 to 1913.... 5,070,938 2,563 2.87 
10-year average, 1904 to 1913.... 4,328,437 2,238 2.46 
Year ended June 30, 1914........ 1,349,595 679 -77 
N. ¥. &. & W. R. BR. Ca: 
5-year average, 1904 to 1908..., 46,073 304 18 
5-year average, 1909 to 1913.... 245,094 1,603 .94 
10-year average, 1904 to 1913.... 145,583 956 56 
Year ended June 30, 1914........ 230,383 1,644 .89 
N. Y. O. & W. Ry. Co.: 
5-year average, 1904 to 1908.... 1,306,196. 2,389 2.25 
5-year average, 1909 to 1913.... 1,096,845 1,967 1.89 
10-year average, 1904 to 1913.... 1,201,520 2,175 2.07 
Year ended June 30, 1914........ 663,692 1,168 1.14 
Year Ended June 30, 1913. 
So SF = S SS S. ae 15,790,330 4,222 7.00 
ae Oe Se ee. ae 13,382,111 3,003 6.35 
ae ok oe, Be OI tos cscsewseceeneee 2,126,994 3,714 12.89 
oe eer eee errr sy 3,299,094 1,813 17.61 
ee ee ee. ee 3,513,360 2,387 5.43 
2 “RR RRR Ra ares ae 1,917,645 5,456 17.43 
4 Sy RE “Se ere ere 6,575,113 1,381 5.51 
A eer ee re 8,630,944 1,791 11.99 
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ro oe eer enna Toe 7,889,203 1,711 11.47 
I MEL «acne icw's ofe Sdsle'n op oes 1,018,435 2,074 1.72 
ON re ee ae 3,298,503 1,422 5.25. 
ae | AR rer ee or ee 11,106,641 5,491 9.02 

*There were large increases in the capital stocks of the 
P. & R. Ry. in April, 1911; of the D. L. & W. R. R. in 1913 and 
1914; and of the L. V. R. R. in 1911, which resulted in decreases. 


9 
in their ratios. 


These figures indicate clearly the exceptionally re- 
munerative results of the transportation operations of 
the principal initial anthracite carriers. We find further 
emphasis on this in considering dividends, the extent of 
the additions and betterments charged to income and 
profit and loss. and their profit and loss surplus. In the 
appendix (p. 336) there is shown a detailed statement 
of dividends paid by these carriers during the past 20 
The rates of dividends during the past 10 years 


years. 
are here shown: 
> 3 3 fo) 
, s) oe o 
" ° rea] e rm 
; (G fea 
A 6 ; & fee} ; “ 
° + : 
37 Oo ® § -5 s S ¢ 2 
Ss bb : — > i = 
Oo & 2 ao «| B - < 
ca * @ 288 @. «@ 8 6 
fe @ A Pr SH Fo mw A hm 
. . . ° . . be ° — ° 
Oo A S ww ££ kh = Fe 2 =. 2 
P.c. P.c. P.c. Pc. P.c. P.c. P.c. P.c. P.c. P.c. P.c. 
ee 3 if§ 2 «610 C(CU8lCUG 8 Lae aa oil 
RS 12 15 55 2 9 6 8 ; an 
ME esc cg 3s 6&6 © 8 9 6 8 : 2 
a eae 12 25 +85 6 9 6 8 : 2 
| eee 8 25 20 6 9 6 8 ; 2 
| eras 8 30 20 6 9 6% 8 a 2 
ae § 30 20 5 8 TF 20% 4-8 2 
eae 8 30 20 ‘=> *% S$ 4-2 2 
ee Ss 20 16% 38 7 6 8 4-2 41% 
OE oscuctes & 3 2a 8 4 vas 


*Dividend on common stock only. 

+The 1904 dividend was on first preferred stock; that for 
1905 and 1906 was 4 per cent on first preferred and 2 per cent 
on second preferred. Of the 1907 dividends, only 2 per cent on 
first preferred was paid, the balance being credited to profit 
and loss account in 1908. 

tIncludes 15 per cent stock dividend. 


The net corporate income of these carriers has en- 
abled them not only to pay the very substantial dividends 
shown by these figures, but also to set aside large 
amounts for the purchase of additional property and 
still have considerable amounts remaining to add to their 


surplus. The aggregate of the items named are here 
shown for the 10 years 1904 to 1913. 

Remainder 

of net corpo- 

rate income 

Additions to added 

Carrier. Dividends. property. to surplus. 

C. R. R. Co. of New Jersey. .$26,335,828 $23,094,820 $10,043,883 

ia 2 es SS ae 52,144,510 20,729,598 8,022,929 

DD: ts & WW. BB. Bs CO. c0ehs 79,336,586 30,782,739 10,355,253 

7. * SS BS. Saeeerrrr Te 37,744,663 13,288,935 21,828,238 

Be Ge ee GR Sidideracceeees 11,475,657 de ialeceacmae 5,791,381 

i  S. 3 Seer 100,848,116 42,777,196 9,464,852 

| A ON eee 16,562,733 8,106,464 $3,147,047 

ke ae 9,582,784 10,180,566 23,521,017 

m2. & Be. B. CO..0% NESE 883,337 . 572,495 

te ae eS Se Re ae PEI bbsetenaad daouemeans 

mn F. & & W BF CBecicces 10,754,448 1,048,397 212,356 


*Figures are for three years, 1911 to 1913. 

+Figures are for four years, 1910 to 1913. 

tRepresents excess of dividends and additions to property 
over net corporate income. 


As heretofore stated, the density of traffic over the 
lines of the initial anthracite carriers has increased greatly 
within the past 10 years. The foregoing figures show 
that in addition to providing for necessary expenses and 
charges, and for generous dividends, the Central Rail- 
road Co., of New Jersey, the Philadelphia & Reading 
Railway Co., and the Delaware, Lackawanna & Western 
Railroad Co. have set aside from income $74,607,157 for 
additions and betterments to their properties. During 
this period the capital obligations of these carriers have 
actually decreased, indicating that their net income has 
not only provided for the necessary maintenance of their 
properties. and for substantial dividends, but has also 
provided the improvements to the properties necessary 
to handle the large increase in traffic. The Lackawanna 
recently has issued capital stock to its shareholders at 
par, to provide funds for large improvements to its prop- 
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erty, but the improvements were not available for use 
during the 10-year period. 

The record does not indicate clearly for the other 
anthracite carriers the proportion of proceeds from their 
security issues that was applied to improving and en- 
larging their railway properties. Two of these carriers 
have made large investments for purposes other than 
for improvements directly to their railroad properties. 
In 1905 the Lehigh Valley issued $19,000,000 in bonds, 
as we have hereinbefore stated, to purchase the mining 
properties of Coxe Brothers & Company, and the Dela- 
ware, Susquehanna & Schuylkill Railroad. It also in- 
vested $7,500,000 in 4 per cent bonds of the Lehigh Val- 
ley Coal Co. Since 1906 the Delaware & Hudson Co. 
has purchased stocks and bonds of electric railways to 
the amount of $15.000,000, and has invested $6,000,000 in 
anthracite coal-producing lands in the Schuylkill region. 

Many instances have hereinbefore been referred to 
wherein these carriers have dissipated their revenues in 
granting concessions, preferences and advantages to their 
coal companies. 


The Less Prosperous Roads. 


The net incomes of the New York, Ontario & West- 
ern Railway and the Erie lines—the Erie Railroad, the 
Wilkes-Barre & Eastern Railroad, and the New York, Sus- 
quehanna & Western Railroad—are much lower than the 
net incomes of the other anthracite carriers. We have 
hereinbefore mentioned, the causes underlying the con- 
struction of the Ontario & Western Railway and the 
New York, Susquehanna & Western-Wilkes-Barre & East- 
ern joint route, and the limitation to the amount of an- 
thracite coal traffic, which they can command. Now to 
give consideration to the property costs and income of 
the less prosperous roads in comparison with the other 
anthracite carriers, the following figures, for 1913, are 
significant: 
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, 2 Ree: 52, 2, ’ ’ 
e fy TF aatcgenilaecmets: 157,732 40,214 49,553 1,960 
L & 0 42,975 7 
"Vv. R. ‘ 29'665 2,155 
& H. Co 28,115 2,972 
oy) Eee pep denanrh 180,543 : 45,101 2,371 
Oe gee 180543 21,105 28,241 770 
To Be @. Be. GOs. asceaces 110,459 12,926 16,715 2,127 

ie Li . é 

etic yy Pa ee 199,832 20,185 27,147 4,699 
N. ¥.. 8. & W. R. R. Co...... 200,213 13,008 18,954 4,218 
_- ££ = oe @ “ergebics 200,213 7,105 7,180 1,624 


Erie Railroad Co. 


The operating revenues of the Erie Railroad for 1913 
averaged $27,147 per mile of line, as compared with 
$22,789 for the Baltimore & Ohio Railroad, and $30,776 
for the New York Central & Hudson River Railroad. The 
operating ratios, that is, the ratios of operating expenses 
to operating revenues, for these three systems were: 
Erie, 65.55 per cent; Baltimore & Ohio, 72.65 per cent; 
New York Central, 73.09 per cent. While 1913 was an 
unusually good year, the Erie has kept its operating ratio 
below 70 per cent in all but one of the 10 years 1904 to 


1913. the record being: 
Per cent. 


Pewee tere ree reese e sees esses esse eeee SESH etFTFeeeeseeeeees 


For the reasons underlying the Erie’s failure to earn 
satisfactory net income, it is necessary to look further 
than the net operating results. One reason is found in 
its high capitalization. In 1913 the interest charges on 
the Erie averaged $4,699 per mile of line, as contrasted 
with other anthracite carriers, such as Central Railroad 
of New Jersey, $3,264; Philadelphia & Reading Railway, 
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$1,960; Delaware & Hudson Co., $2,972; Lehigh Valley 
Railroad, $2,155, and Pennsylvania Railroad, $2,371. The 
Erie’s operating revenue per mile of road is consider- 
ably lower than that of the last-mentioned carriers. In 
a Five Per Cent case, 31 I. C. C., 362, (supra), we 
said: 


The capital obligations shown on the books of the Erie Sys- 
tem, for example, amount to $180,242 per mile of road, includ- 
ing its leased lines. The Pennsylvania System shows a capi- 
talization of $113,805 per mile, the Baltimore & Ohio System 
$129,519 per mile, and the New York Central Lines $109,089 per 
mile, the weighted average for the three systems, including 
their leased lines, being $114,257 per mile of road. If the capi- 
talization of the Erie were not in excess of the average per mile 
of these three great systems traversing practically the same 
territory, the net corporate income of the Erie for the fiscal 
year 1913 would have provided its stockholders with ample divi- 
dends, git | an abundant ‘margin of safety,’’ which the car- 
riers are asking for in this proceeding. 


New York, Susquehanna & Western Railroad Co., and 
Wilkes-Barre & Eastern Railroad Co. 


This joint route, which does not own such expensive 
terminal properties as the Lackawanna, the Reading, and 
the Pennsylvania lines own, shows a higher cost of prop- 
erty per mile of line than any of the other initial an- 
thracite carriers. Its only extensive terminal properties 
are the coal docks and yards at Edgewater, N. J. Its 
operating ratios for the past 10 years have been: 





Per cent. 
RE i hte s 2 ere ec indie he iene ae ees a eae OAedowaa 55.42 
Gi kid i Gra 8 665050 eae Gres bk SSO SRR eS hea ea Oka 63.91 
I ci6b ch make CHE be wot pase kas ar eee Sk ees eh ewes 67.31 
EE Rico cera std a5 aie 4:2 Se eae ee wale Kae Rae ee MO sole ee tins cans es 68.41 
ea 54:4: 316% 5. dis scan erated a acels oe wiaceid oa ata dale eu aoa 71.45 
Meh acces iil 5 Sa clk aa eoesn ata cs -O:oIa aA Rema eae cE SSI eck ea Ae 59.37 
Set RR ASI Se eee Ra ar EN SE ener oA ye EA RT Ae te afl 59.85 
IE Fer ane merree G e bs rae pee Ee i eRe eee 58.46 
SE a eee eee ey RE Ree Hep ) maeeh ny oe 62.26 
Es resi ortjsicai peeled dine eatakeae oan kk baes-ealee ue eae 67.69 


While in 1913 the New York, Susquehanna & Western 
Railroad interest charges averaged $4,218 per mile of line, 
its operating revenue was but $18,954 per mile of line. 
To its overcapitalization and the resulting burden, as well 
as the traffic conditions before described can be ascribed 
the failure of the New York, Susquehanna & Western 
Railroad to earn satisfactory net income. 


New York, Ontario & Western Railway Co. 


This carrier extended its lines into the Wyoming 
region in 1892. It purchased the stocks of its two coal 
companies (Scranton Coal Company and Elk Hill Coal 
& Iron Company), and loaned the companies approxi- 
mately $9,875,000 to purchase the coal lands from which 
it aimed to secure its anthracite coal traffic. As stated 
by the carrier in its brief: 


The properties of these two coal companies are situated in 
what is known as the Lackawanna end of the Wyoming region, 
which the expert, Norris, testified was ‘‘on the down grade’”’ in 
the matter of production. This, then, was the region which the 
New York, Ontario & Western entered a little more than 20 
years ago and about 15 years ago purchased properties then un- 
appropriated by other interests. 


For the year ended June 30, 1913, the Ontario & West- 
ern’s operating revenue per mile of road was $16,715, 
the lowest of any of the anthracite carriers, and its in- 
terest charges were $2,127 per mile of road. Its operat- 
ing ratio was 68.56 per cent for 1910, 70.26 per cent for 
1911, 76.32 per cent for 1912, and 68.74 per cent for 1913. 
This carrier operates one of the circuitous routes to 
tidewater, yet in 1906, immediately after the passage of 
the Hepburn act, its operating officials recognized the 
fact that its coal companies could not pay the estab- 
lished tariff rates on anthracite coal to tidewater, and 
they proposed to file tariffs effecting a reduction of those 
rates by 15 cents a ton. Although the Ontario, & West- 
ern had printed in tariff form the reduced basis of rates, 
yet it yielded to the persuasion of the other carriers, and 
did not put in effect the lower basis of rates. The evi- 
dence clearly shows that prior to 1906 this carrier trans- 
ported the coal shipped by its coal companies at less than 
tariff rates, and subsequent to August, 1906, although 
the tariff rates were charged, the coal companies stopped 
paying interest on their second mortgage bonds owned 
by the carrier. The source of income to the Ontario 
& Western is indicated in the following figures, which 
are for the year ended June 30, 1913: 
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es OP Oi 28, Co ae oo $9,454,349 100.0 tend, to the coal companies which they own and control, 
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The small volume of its local traffic and the Jimita- 
tions as to the tonnage of the anthracite coal traffic, . 
which this carrier can command preclude the possibility 
of its income ever mounting to the high standard of 
earnings, which result to its more fortunately situated 
competitors that reach New York harbor. 

The evidence shows that $33,000,000 of the $58,000,000 
stock, which this carrier has outstanding represents the 
issue of securities in excess of the cost of its property, 
so that the 2 per cent annual dividends paid for the 
past 10 years are not indicative of earnings on invest- 
ment. 

Position of the Carriers. 


The carriers in the present proceeding have _ sub- 
mitted that their several lines of railway, with the ex- 
ception of the Erie and Pennsylvania, were constructed 
primarily to transport anthracite traffic, and of these two 
excepted roads important parts were constructed with the 
same object. Anthracite coal has always remained the 
principal single element of freight revenue on all the 
lines so constructed and upon the Erie also. To a large 
extent other forms of traffic are mere incidents whose 
value depends upon the fact that they are additional 
traffic upon railroads already built for different purposes. 
In other words, these other forms of traffic are, to a con- 
siderable extent, a by-product. 

Counsel for the carriers has frankly admitted that 
the cost of transporting anthracite coal is so low that 
the revenues resulting from the anthracite coal rates 
are sufficient not only to pay the costs chargeable to the 
anthracite traffic, but to take care of the general costs 
which other traffic can not take care of because of lower 
rates assessed for the transportation of other traffic; but 
counsel stated that the actual cost of transporting an- 
thracite, when it could be ascertained. would be higher 
than the cost computed by the Commission’s examiners. 
In order that the position of the carriers may be clearly 
understood, we quote from counsel’s statement, as fol- 


lows: 


At the outset I want to say this, that when cost account- 
ing shall reach a point where it can be scientifically ascertained 
as to what is the cost of handling a particular article of freight 
traffic my judgment is that it will be found as to practically 
all these railroad companies, if not all of them, that the present 
revenues on anthracite are remunerative revenues, that the 
particular cost of anthracite is relatively so low that these 
revenues are sufficient not only to pay the considerable operat- 
ing cost of anthracite, but to take care of the general costs, 
both operating and capital costs, which other traffic cannot 
take care of because the rates are necessarily lower on account 
of commercia! conditions. 

I do not dispute that, and for this reason: Fully believing 
that was the case, when I took charge of this case I expressed 
the opinion that we could not undertake to justify the rates 
on the ground of cost because I said it is true of these com- 
panies, as well as of other companies, that their heavy traffic 
* which moves in large volume is, generally speaking, the traffic 
which enables them to pay the costs which highly competitive 
traffic cannot play; therefore I did not think we would get 
anywhere with that line of argument. 


The carriers have stated upon their briefs that “in 
the end this study of cost accounting reaches the in- 
evitable condition of the railroad business of the United 
States, that railroad rates must be made with regard to 
what the traffic can afford to bear.” 

The experience of shippers and carriers in the past 
resulted in the enactment of the act to regulate com- 
merce, and the law limits such principles of rate mak- 
ing, at least to the extent that the rates on the low 
grade commodities must be just and reasonable to all 
shippers, and not discriminatory. The transportation of 
this low-grade commodity, anthracite coal, has been 
termed by these carriers “their backbone traffic.” They 
are engaged in producing and selling, as well as trans- 
porting it. We can not overlook the fact that some 
force has brought the production and sale of most of the 
tonnage of this commodity under their control. If they 
established excessive rates on anthracite they became 


concessions from, and offsets against, their tariff rates 
on anthracite coal. When by such conduct these car- 
riers have admitted that their tariff rates are excessive 
exactions on the greater portion of the anthracite tonnage 
shipped, can we regard their rates as reasonable for the 
smaller shippers who are not recipients of such conces- 
sions or offsets, and to whom the tariff rate is a real 
factor in the distribution of the coal production to the 
consumer? A number of these coal companies in whose 
stocks the carriers have invested large sums of money, 
have never paid to the carriers dividends on their stocks. 
Would these carriers year after year allow their capital 
to be tied up in that manner if they were receiving no 
income on such investments? Manifestly the return on 
such investment accrues to the carrier in extra profits 
from the freight rates charged on the tonnage shipped 
by the coal company. But the individual overator or 
shipper who must compete with the coal company so 
financed by the carrier obtains none of the profits that 
are in the freight rates, and freight rates established 
to produce such extra elements of profits in addition to 
legitimate transportation costs and profits are fatal to 
the successful conduct of the business of the individual 
operator or shipper. If freight rates have not absorbed 
more than their fair share of the profits of the coal busi- 
ness, why do these carriers guarantee the bonds of their 
controlled coal companies and why do deficits result from 
the operations of so many of the controlled coal com- 
panies? 

In this case, as in the Five Per Cent case, the car- 
riers have submitted evidence to show that the rate of 
return in income on their property investment is declin- 
ing, that their operating expenses are increasing because 
of increases in wages, taxes, and prices of materials and 
supplies, that the return upon new capital invested in 
their properties during recent years has been inadequate, 
and that they must in the near future make extraordinary 
expenditures for the elimination of grade crossings. 

Our railroad properties should be kept in a high 
state of efficiency, and freight rates should be sufficiently 
remunerative to permit it. Necessary improvements should 
be made to the properties. The carriers respondents in 
this case command a traffic of exceptional volume and 
density, and -all these results can be accomplished by 
them without imposing excessive and unreasonable rates. 

Much has been asserted by the carriers as to the 
uncertainties of their financial outlook, and yet these 
carriers appear to have financial resources, which enable 
them to provide not only for their transportation require- 
ments. but to make large investments in other properties, 
and to assist their controlled coal companies to obtain 
capital. 

Since 1908 the Delaware & Hudson Company has in- 
vested $15,000,000 in the securities of electric railways, 
and $6.000,000 in anthracite coal lands. We have here- 
tofore referred to the Erie’s bond issue of $32,000,000 in 
1901, representing its investment in the Pennsylvania 
Coal Company, and the bond issue of the Lehigh Valley 
Railroad in 1905, representing its investment of $17,000,000 
in the property of Coxe Brothers & Company. We have 
also referred to the fact that several of these carriers 
are guarantors of the bonds of the Temple Iron Co. The 
Central Railroad Co. of New Jersey is guarantor of 
$16,000,000 bonds issued by the Lehigh & Wilkes-Barre 
Coal Co., and the Lehigh Valley Railroad Co. is guarantor 
of $11,500.000 bonds issued by the Lehigh Valley Coal 
Co. Giving consideration to these matters, and to the 
investments made by these carriers in the stocks and 
bonds of the coal companies and the unsecured loans and 
advances they have extended to the coal companies, it 
is apparent that the capital borrowed by these carriers 
is not only the capital required for their transportation 
needs, but also the capital required to mine and market 
80 per cent of the 70,000,000 tons of anthracite coal pro- 
duced annually. 
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impressed with the inherent unlawfulness of. the rates 
and practices established by these carriers, which clearly 
are the outgrowth of past conditions wherein the carriers 
were producers, shippers, transporters, and vendors of 
the commodity. If the rates they established for trans- 
portation were excessive, it resulted in no hardship to 
their mining and selling operations because the excessive 
profits from the transportation services offset the absence 
of profits in their mining and selling operations, and high 
rates eliminated the competing shipper from the mar- 
Kets. 

If the record in‘*this case were barren of evidence 
as to income, revenues, and low operating costs result- 
ing from the transportation of this commodity, the man- 
datory language of the act to regulate commerce would 
require removal of the unlawful discriminations, pref- 
erences and advantages which have for many years been 
extended by thsse carriers to their allied and controlled 
coal companies, and which operate to the prejudice of 
the individual shippers of this commodity. The conduct 
of these carriers, extending over a long period of vears, 
in granting to their allied coal companies concessions 
from, and offsets against, their established tariff rates, 
presents very strong evidence that the rates on an- 


thracite coal. which these carriers established, are ex-. 


cessive. Their coal companies ship 80 per cent of the 
total production, and if a substantial reduction is made 
in the tariff rates its full effect will fall upon but 20 per 
cent of the tonnage shipped. If the great purpose of the 
act to regulate commerce is to be carried out, we must 
require that such tariff rates on this commodity shall 
be established as can be maintained on the shipments 


of all shippers. 

The operations of several of these carriers have for 
many years produced a very large income for their 
stockholders. Having these results before us in the Five 
Per Cent case, 31 I. C. C., 384, (supra), we held: 


The financial condition of the various railroads composing 
the 35 systems varies greatly, as disclosed by their net cor- 
porate income, as well as by their net operating income. The 
condition of some of them is so prosperous that they clearly 
do not need a higher net income; the condition of others is 
such as to preclude the expectation of a return upon outstand- 
ing capital stock or the possibility of raising much additional 
capital without a thorough reorganization. 


Upon consideration of all the facts and circumstances 
disclosed by the record, we are of the opinion, and find 
that the respondent carriers’ rates per ton of 2,240 pounds 
on anthracite coal in carloads from the Wyoming, Lehigh 
and Schuylkill regions in the state of Pennsylvania to the 
following-named points, to wit: 






Sizes 
smaller 
than pre- 
Prepared pared 
sizes. sizes. 
Rates established by the Delaware, Lackawanna & 
Western Railroad Co.. applicable from all points 
named on page one (title-page) in the Delaware, 
Lackawanna & Western Railroad Co.’s Tariff 
I. Cc. C. No. 8088, to— . 
Hoboken City, N. J.....ccccccsees er ee eer $1.60 $1.45 
Paterson, N. J... ccccscccccccccicccccccccccoccs 1.60 1.45 
Newark, N. J....cccccccccccccccccccccccesccors F 1.45 
WOOMEON, Be. Docc cccccvcccceccececeeetesesseg eee “ 1.45 
Washington, N. J s 1.45 
Binghamton, N. Y 1.50 
Waverly, N. Y.-Pa 1.50 
Wemivn, NM. Voc. cccecsiesvoss 1.50 
Corning, N. Y..cccccccccccveccces 1.65 
SE ee er ee 1.75 
ee SS i a rererr tT Tere - 1.75 
Bast Bethany, N. Y..-ccccccccccccccccccccccces ‘ 1.75 
East Lancaster, N. Y.....esccceee waewns , : 1.75 
Syracuse, N. Y....c«- aan aah oe Rite kaidieeea5-0 66 1.90 1.65 
i Pere ree e ee tesceeeeees 2.00 1.75 
Rates established by the Lehigh Valley Railroad 
Co., applicable from all collieries, washeries and 
points named on the second page in the Lehigh 
Valley Railroad Co.’s Tariff I. C. C. No. D701, to— 
Ce ee eS a Seer rer re 1.60 1.45 
Newark, HM. d.cccocvecses voenee ates EE Ce 1.46 
Bound Brook, N. J........«. On eo ee 1.40 
Phillipsburg, N. J.— 
From Wyoming region........ ee ieededes 1.45 1.15 
From Lehigh and Schuylkill regions......... 1.30 1.00 
I The SU vinkxs Sine dbsencee<oesuacuenansenes Bone 1.50 
ee eer rere es 1.50 


Rates established by the Erie Railroad Co., appli- 
cable from al! collieries, washeries and points on 
the Erie Railroad specified on page 3 in the Erie 
Railroad Co.’s Tariff I. C. C. No. D619, to— 


SCOoocoooooounnose 


NE sik oo sikh mngne een aae sem wae 1.60 1.45 
A RP AS RON Sie Seek ae 1.60 1.45 
PE inn ohne otnciks os wc eaaebeesine tenets te 1.60 1.45 
PI NO oor on aca wie a bss alone de ee aan 1.60 1.45 
Bn aia: sid wala ad 4m ss oR Os Oma GE a 1.60 1.45 
Co ee a re ie - 1.65 1.50 
lo AR IRR Re eR a aN eee Le 1.65 1.50 
PS Ms 5k 6a bs siecle Row Oe dale Ae eb aba ee Mate 1.65 1.59 
Tie a Ree Ren EIS i ie BEAN 1.90 1.65 
en Oe SS ORR FEE OO I 2.00 1.75 
poe ae ae a CS RRR I PROP R CRys 2.00 1.75 
J. RR EY BRR ey ive er el CA 2.00 1.75 
Se ay SCORE Ere a ah ee ee 2.00 1.75 
RN Fs ce er es aaas Rice aia ne bade 2.00 1.78 
Rates established by the Central Railroad Co. of 
New Jersey, applicable from all collieries, wash- 
eries and points named on page 2 in the Central 
oe Co. of New Jersey Tariff I. C. C. A No. 
284, to— 
EE. We Ms dn 0aeycassedancs saninnweoas - 1.60 1.45 
AT code oig's6sn 55s os we es bagels hoS ROA 1.60 1.40 
SS. Es a inca o:kciseib'ecie we Siowfhes aS wuileinnd Jaislnr 1.55 1.40 
ce SR Se re eee eed or ea 1.55 1.40 
Phillipsburg, N. J.— 
WTGM WORMS TOMIOU . <<<. 5.c.c.0.c0.0:0:00000000008 1.45 1.15 
POWs EMU. TOMI: o oo.ccicctciscccscece Sere 1.30 1.00 
Rates established by the Delaware & Hudson Co., 
applicable from all points and_ stations specified 
on page 2 in the Delaware & Hudson Co.’s Tariff 
i. C. C. Mo. 11776, to— 
bon ce SS er ere ae poweemeuen 1.65 1.4 
OPN Oe cians haste os hlea's locsia watson oie 1.65 1.4 
NINE Mn nics nics ponte ino aro ios Wala Sete ewe - 1.65 1.4 
Mi | OU ee Cer Oe ere - 1.65 1.4 
CE IN i prnieinicrcinno'sie%, hod ona uteasiesiacs wataomnte 1.65 1.4 
CE) cr clsid eG eis oa Sate ies Rae inne 1.75 1.5 
2. | Si iy. aaa sen ei ee Sar 1.75 1.5 
Schenevus, N. Y....... Saeasd Ganacd sx vadcatene mee aea re « Bean 1.5 
bug on eS ee Nocatee ce ema awenas 1.75 1.5 
I eos ne A anunnoa ses apeaieal acume 1.75 1.5 
COREE, MIP, I Boise cesiiv-ockéeadeessetecnase “1.85 1.6 
pS i, A er ee ee oo Eo 1.6 
i, SS eee ee Pianeta Sy tre - 1.95 1.6 
RETRO os nocacdccnsaak men cccecxts coo ae 1.60 


RATES APPLICABLE ON SHIPMENTS CONSIGNED FREE 
ON BOARD VESSELS OR FOR RE'SHIPMENT 
BY WATER. 
Rates established by the Central Railroad Co. of 
New Jersey, applicable from all collieries, wash- 
erles and points named on page 2 in the Central 


Railroad Co. of New Jersey Tariff I. C. C. A No. 
332, to— 


Elizabethport Pier (Elizabethport), N. J....... 1.55 1.4 
Port Johnston, N. J......... : Ceccescccccccene BB rho 
Communipaw Pier (Jersey City), N. J......... 1.60 1.45 
POR: SO Is Bina cvicig cicsuwndawscndaseeeinas 1.60 1.45 


Rates established by the Philadelphia & Reading 
Railway Co., applicable from all collieries, wash- 
eries and poiits named in the Philadelphia & 
Reading Railway Co.’s Tariff I. C. C. No. A518, 
Ue DOME TRO, Oe. Biv voc eee dc ce sne seweseeenes - 1.55 1.40 


Rates established by the Lehigh Valley Railroad 
Co., applicable from all collieries, washeries and 
points named on the second page in the Lehigh 
Valley Railroad Co.’s Tariff I. C. C. No. D701, 


ss. . ee re rr ree rene 1.55 1.40 
Rates established by the Erie Railroad Co., appli- 

cable from all collieries, washeries and points on 

the Erie Railroad specified on the second page in 

the Erie Railroad Co.’s Tariff I. C. C. No. D662, 

ee Serre eee BAe 
Joint rates established by the Erie Railroad Co. 

and the New York, Susquehanna & Western Rail- 

road Co., applicable from all collieries, washeries 

and points on the Erie Railroad specified on the 

Second page in the Erie Railroad Co.’s Tariff I. C. 

C. Bid.. TBGE:- SO TGP GIE, Fhe. Ds 6ncccccccccccvicse 1.60 1.45 
Joint rates established by the Wilkes-Barre & 

Eastern Railroad Co. and the New York, Susque- 

hanna & Western Railroad Co., applicable from 

all collieries, washeries and points on the Wilkes- 

Barre & Eastern Railroad specified in the Erie 

Railroad Co.’s Tariff I. C. C. No. D662, to Under- 

5 ae SE SE ORR ee ee ee shnabee ce ae 1.45 
Rates established by the Delaware, Lackawanna & 

Western Railroad Co., applicable from all points 

named on page one (title-page) in the Delaware, 

Lackawanna & Western Railroad Co.’s Tariff I. 

Cc. C. No. 8088, to New York Lighterage Station, 

i PES LE PRR REL POR RT te Popes A is HRS isis ae 1.43 
Rates established by the New York, Ontario & 

Western Railway Co., applicable from all points 

on the New York, Ontario & Western Railway 

specified on page 3 in the New York, Ontario & 

Western Railway Co.’s Tariff I. C. C. No. 5155, 

to Weer, The Pi. dbcdsccsssccses edecaves seca Be 1.45 


1.60 1.45 
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Joint rates established by the Delaware & Hudson 
Co., the Erie Railroad Co. and the New York, 
Susquehanna & Western Railroad Co. from all 
collieries, washeries at points and stations on 
the Delaware & Hudson Co. specified on the sec- 
ond page in the Erie Railroad Co.’s Tariff I. C. C. 
a D662, to Were N. J., and Undercliff, 

* SERRE ey Tee ASR GOES Te a RR 

Joint rates established ‘by the Delaware & Hudson 
Co, and the New York, Ontario & Western Rail- 
way Co. from all collieries, washeries at points 
and stations on the Delaware & Hudson Co. 
specified on the second page in the Delaware & 
Hudson Co.’s Tariff I. C. C. No, 12077, to Wee- 
hawken, N. J...-ceseee Ceghetanaede 

Joint rates established ‘b the Delaware & Hudson 
Co., the Delaware, Lackawanna & Western Rail- 
road Co. . the Pennsylvania Railroad Co. and the 
Northern Central Railway Co. from all collieries, 
washeries and points on the Delaware & Hudson 
Co. and the Delaware, Lackawanna & Western 
Railroad specified on page 2 in the Pennsylvania 
Railroad Co.’s Tariff AA-I. C. C. No. 551, to 
South Amboy, N. J........ Cpdeetutgnceetesantnahs 


1.60 


1.60 


1.55 


THE TRAFFIC WORLD 


1.45 


1,45 


1.40 


are, and for the future will be, excessive and unreason- 
able in and to the extent that they exceed the rates per 
ton of 2,240 pounds on anthracite coal in carloads named 


in the following tables, to wit: 


Pre- 


Pea size 
and 


pared smaller 


sizes. 


Rates for transportation by the Delaware, Lacka- 
wanna & Western Railroad Co. from all points 
named on page one (title-page) in the Delaware, 
Lackawanna & Western Railroad Co.’s Tariff I. 


C. C. No. 8088, to— 
Hoboken, N. Jecccsccccece in cnckan needed nae cen - $1.45 
PRLOPEOM, Wh. FDovccccccccccccvcctcocccccscccesece 1.35 
POOWOEE, Me Te ssccccccccceccccvcccccsececcosccee 1.40 
EEE, DE, Meedeeecrcsceeceseevrerrercecseerenane 1.20 
OE, DE, Diiinccs cewticcnccccscessecnececass .95 
Binghamton, N. Y..ccccccccccccccccccscccscecce -90 
Waverly, N. Y.-PS. .ccccccccscees bes esndhemeneea 1.15 
DG Tn bub 00-5 000.009 4000's bed 466 eeetesenees 1.25 
Pe, 2 Mi senededsvneeenneens nes 0s eee eeeesee 1.35 
fi ee eee ened chs caster ntawesou 1.45 
ee. BE Ravececcsdesscsvacccd se deatbesineds 1.60 
TnGE TOCMOMT, Th. Zoic cccccccccccccsecccessccuss 1.75 
East Lancaster, N. Y...cccccccccsccccccccccccss 1.90 
Syracuse, N. Y...... petwebesenderidscaanesdauran 1.40 
Me. OE, Maeecchendeenstsacsegeeeesnnteccnensee 1.50 


Rates for transportation by the Lehigh Valley 
Railroad Co. from all collieries, washeries and 
points named on second — ro the Lehigh Val- 
ley Kailroad Co.’s Tariff L . No. D701, to— 

Jersey City, N. J... cccccccccecccccccccccscccecs 
Newark, N. J 
Bound Brook, DEL ected ceecteer ner Gatien sneean 
Phillipsburg, N. J.— 

From Wyoming region..........eeeeeeeees oeve 
From Lehigh and Schuylkill regions.......... 
Waverly, N. Yoccccccccccccccccccccccvcccccccce ‘ 
Wan Ben, NWN. Wecccccvcccccccccscsocves ncanee 
TAREE, Wh. Te cccccccsvcsccccnqecccescesscecosce 
Burdett, NW. Voc cccccccccccccccccvccccssccccccses 
Hayt’s Corners, N. Y...cccccccccccceccccccccce 
Kendaia, N. Yaeccccccccccccccccccccscccccccccces 
Geneva, N. Y..cccscccscccece PP PPC C rT Te 
Caledonia, N. Y........6- a ee, sae Pee 
Depew, N. 
Meese WE, Hoc acs cscccccsdcecacedcecceeesse's 

Rates for transportation by the Erie Railroad Co. 
from all collieries, washeries and points on _ the 
Erie Railroad specified - page 3 in the Erie 
Railroad Co.’s Tariff I. C. C. No. D619, to— 

Jersey City, N. J 
Paterson, N. J..ceeccccccccccccsccccsccccees cose 
Newark, N. J..ccccccccccccccccccccceccccccccces 
Middletown, N. Y....ccscccccccccccesccscccccce . 
Port Jervis, N. YV.--.cccccccccccccccccccsscccees 
Binghamton, 
Waverly, N. 
Elmira, N. Y 
Corning, N. Y..--cccccecesceccccccnccccececeece . 
Hornell, N. Yucececcccecccsccccccces habeus cwmee 
Castile, N. Y..ccecccccccccccccceccsccccesceesees 
Attica, N. Y..wcccsssecccccccens bite pamentewaaee 
Depew, N. Y..ecececcccccceccccccceeecsececeecs ° 
Rochester, N. Y....csccscoccccccceccccsvcsvccecs 

Rates for transportation by the Central Railroad 
Co. of New Jersey from all collieries, washeries 
and points named on page 2 in the Central Rail- 
road Co. of New Jersey Tariff I. Cc. C. A. No. 284, 
to— 

Jersey City, Ni J.ccccccccccccccsecceccccccccecs 
Newark, J 
Elizabeth, aR RRR Mreninewwnat en 
Somerville, i Mibbtewin ka bette tavenewenstecetees 
Phillipsburg, N. J.— 
From Wyoming region........ eeeceesensee eeue 
From Lehigh region...... eS Sa 

Rates for transportation by the Delaware & Hud- 
son Co. from all points and stations specified on 
page 2 in the Delaware & Hudson Co.’s Tariff 
I. C. C. No,. 11170, to— 

Windsor, N. Y 
DEEL, “Ss Whew ndaNGadntiaweendas sehnsequeswnnws 


Comet Poe ereesesetsoseseeseseteesese 


Tere eee eee eee ee ee eee ee ee ee 


1.45 
1.40 
1.40 
1.20 


95 
-85 


sizes. 


1.17 


Pt te 
AID Oe 
Rr Bote © 


Vol. 


NS rei COR SO re oe ound oka 
Well’s eae. e. a 
Otego, N. oa 
Oneonta, N. ned meade dnébeeeneb- dis wewad cae ow 
IS ON alte catacdivnens he sdteuhnw scaltnnke 
Sa ee ees. ren 
Worcester, N. Y.. 
Cobleskill, N. Y........ EG RS RR Sheen ge 
Central Bridge, BE acini oe ica dtesieaehe eae ite waa 
Albany, N. a a a Bh SN ee . 
, SE AER eee ree hr ena) EPR ‘ 
Mechanicville, Be Bictciceeastedesdosede ex aveens 
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.88 

.97 

97 

1.20 1.03 
1.03 

1.07 

1.25 1.07 
1.35 1.16 
1.45 1.25 
1.60 1.31 
1.60 1.31 
1.60 1.31 


RATES APPLICABLE ON SHIPMENTS CONSIGNED FREE 
ON BOARD VESSELS OR FOR RESHIPMNT 


BY WATER. 
Rates for transportation by the Central Railroad 


Co. of New Jersey from all collieries, washeries 

and points named on page 2 in the Central Rail- 

a of New Jersey Tariff I. C. C. A No. 
O— 


Elizabethport PS (Elizabethport), N. J....... $1.40 


Port Johnston 2 
Communipaw Pier, ane City), N. J. ceccccnece 
oa ee ee A ae 
Rates for een Ra AEE by the Philadelphia & 
Reading Railway Co. from all collieries, washeries 
and points in the Philadelphia & Reading Rail- 
— al ? Tariff I. C. C. No. A518, to Port Read- 
SR er ee et re ee ee ree 
Rates for transportation by the Lehigh Valley Rail- 
road Co. from all collieries, washeries and points 
named on the second page in the Lehigh Valley 
Railroad Co.’s Tariff I. C. C. No. D701, to Perth 
I il: Mean dito ein bossa ack wb Sinidie bck ple DA edacae weet aes 
Rates for transportation by the Erie Railroad Co. 
from all collieries, washeries and points on the 
Erie Railroad specified on the second page in the 
Erie Railroad Co.’s Tariff I. C. C. No. D662, to 
, 2 i > Se ee ee arr 
Joint rates for transportation by the Erie Railroad 
Co. and the New York, Susquehanna & Western 
Railroad Co. from all collieries, washeries and 
points on the Erie Railroad specified on the sec- 
ond page in the Erie Railroad Co.’s Tariff I. C. C. 
No. D662, to Undercliff, N. J 
Joint rates for transportation by the Wilkes-Barre 
& Eastern Railroad Co. and the New York, Sus- 
quehanna & Western Railroad Co. from all col- 
lieries, washeries and points on the Wilkes-Barre 
& Eastern Railroad specified in the Erie Railroad 
Co.’s Tariff I. C. C. No. D662, to Undercliff, N. J. 
Rates for transportation by the Delaware, Lacka- 
wanna & Western Railroad Co. from all points 
named on page one (title-page) in the Delaware, 
Lackawanna & Western Railroad Co.’s Tariff I. 
oy C. No. 8088, to New York Lighterage Station, 
J. 


ee 


ee ee 


Rates for transportation by the New York, Ontario 
& Western Railway Co. from all points on the 
New York, Ontario & Western Railway specified 
on page 3 in the New York, Ontario & Western 
Railway Co.’s Tariff I. C. C. No. 5155, to Wee- 
ON, B.. Oecnecacssntncddencacaceeseadevenensts 

Joint rates for transportation by the Delaware & 
Hudson Co., the Erie Railroad Co. and the New 
York, Susquehanna & Western Railroad Co. from 
all collieries and washeries at points and stations 
on the Delaware & Hudson specified on the sec- 
ond page in the Erie Railroad Co.’s Tariff I. C. C. 
a \ to Weehawken, N. J., and Undercliff, 

Jot rates for transportation by the Delaware & 
Hudson Co. and the New York, Ontario & West- 
ern Railway Co. from all collieries and washeries 
at points and stations on the Delaware & Hudson 
Co. specified on the second page in the Deiaware 
& Hudson Co.’s Tariff I. C. C. No. 12077, to Wee- 
Se eee ee 

Joint rates for transportation by the Delaware & 
Hudson Co,, the Delaware, Lackawanna & West- 
ern Railroad Co., the Pennsylvania Railroad Co. 
and the Northern Central Railway Co. from all 
collieries, washeries and points on the Delaware 
& Hudson Co. and the Delaware, Lackawanna & 
Western Railroad specified on page 2 in the 
Pennsylvania Railroad Co.’s Tariff AA-I. C. C. 


No. 551, to South Amboy, N. stab ucdecavon ere 


$1.30 
1.30 
1.35 
1.35 
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1.35 


1.45 1.35 


1.45 


1.35 


1.45 


1.35 


1.45 1.35 


1.45 1.35 


1.45 1.35 


1.30 


An order will be issued in accordance with the con- 


clusions herein expressed. 
To all points intermediate or related to 


the points 


specified herein the carriers will be required to establish 
rates in harmony with those here prescribed, giving due 


consideration to distance. 


Several of the respondent carriers have granted the 
exclusive use of some of their piers, docks, storage plants, 
retail delivery trestles, and other properties to their al- 
lied coal companies at inadequate rental charges and 
under conditions which constitute substantial discrimina- 


tion in favor of such coal shippers. 


The exclusive right 


to operate certain of the carriers’ public docks and piers 
has also been granted to such coal companies, who in 
operating such properties gain information as to the ship- 


ments of their competitors, handled over the 


docks and 
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piers, which section 15 of the Act to regulate commerce 
prohibits common carriers from giving to shippers and 
prohibits shippers from receiving from common carriers. 
It has often been held that it is the object of the In- 
terstate Commerce Act, and the Elkins Act to prevent 
favoritism by any means or device whatsoever, and to place 
all shippers upon equal terms. United States v. Union 
Stock Yards Co., 226 U. S., 286; Southern Pacific Terminal 
case, 219 U. S., 498; Tap Line cases, 234 U. S., 1, 28; 
Phillips v. Grand Trunk Railway, 236 U. S., 662. We 
assume the carriers will at once adjust these practices 
to remove the discrimination and conform with the re- 
quirements of the law. 

The evidence shows that several of these carriers 
have in the past declined to establish joint rates for all 
shippers, while the coal production of their allied coal 
companies has been accorded an interline movement by 
means of trackage arrangements, and the free transpor- 
tation to junction points of the coal production’ ex- 
changed by the coal companies controlled by the carriers. 
Such a practice is unlawful and is discriminatory in its 
worst sense, since the discrimination results to the benefit 
of the carriers. The carriers will be required to establish 
through routes and to publish joint rates, of which other 
shippers may avail, such as will neutralize any such un- 
due benefit heretofore enjoyed by the coal operations of 
railroad ownership. 


HARLAN, Commissioner, dissenting: 

In June, 1911, upon a voluminous record in Meeker 
& Co. v. L. V. BR. BR. Co. 21 I. C. C., 229 (supra), af 
firmed in 236 U. S., 412, we condemned the rates on 
anthracite coal from the Wyoming coal fields of Pennsyl- 
vania to tidewater and fixed reasonable rates for the fu- 
ture. Under ordinary circumstances and in the absence 
of any showing of changed conditions, there would be 
no objection to the acceptance at this time of that basis 
as a general standard for fixing rates to tidewater, and 
also as a foundation upon which to construct rates to 
interior points. But three years later in The Five Per 
Cent case, 31 I. C. C., 351, (supra), and upon an exhaus- 
tive showing of their financial condition by all the car- 
riers operating in official classification territory, we found, 
because of the growing increase in operating costs, inter- 
est values, and for other reasons, that the carriers in 
that territory were in need of additional revenues. Upon 
that finding and in a subsequent supplemental report in 
the same proceedings, 32 I. C. C., 325, we authorized in 
that territory an increase by 5 per cent in the general 
level of rates on practically all traffic. The rates on an- 
thracite coal were excepted, as expressly stated in the 
report, because those rates were under consideration on 
the record before us here. -In dissenting to the supple- 
mental report (id., p. 332), I explained that I was un- 
able to accept the principle that a horizontal increase 
in rates was lawful without some further test as to the 
reasonableness of the rates so constructed; and I ex- 
pressed the view that by following the suggestions of 
the original report the carriers could procure the re- 
quired revenue, and at the same time would put their 
general rate structure on a sounder and more satisfactory 
basis, and eliminate from it the inconsistencies and dis- 
criminations then admitted to exist, many of which, as 
illustrated by the record before us in this case, have not 
since been removed. Nevertheless, the Commission hav- 
ing authorized a general horiztontal increase of 5 per 
cent with respect to practically all other traffic, it seems 
to me inconsistent. if not discriminatory, now to take 


the level of rates, prescribed three years previously in . 


Meeker & Co., v. Lehigh Valley Railway Co., supra, as a 
basis for rates in the future on anthracite coal without 
taking into consideration the advances allowed in the 
general rate structure throughout this territory in The 
Five Per Cent case. In view of the course ultimately 
taken in that proceeding no commodity should be relieved 
from bearing its proportion of the increased revenues 
found to be required. 

In my judgment the record before us here justifies 
a modification of many of the present rates, but for the 
future a rate structure on anthracite coal, based upon 
the general standard of the Meeker case, surcharged, so 
far as that would result in a reasonable rate schedule, 
with the 5 per cent increase that has been imposed in The 
Five Per Cent case upon substantially all other traffic 
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in official classification territory would seem to be a more 
consistent disposition of the case. 


(Pages 291 to 455, inclusive, are given to an appendix con- 
taining historical and statistical matter relating to the coal 
companies and railroad companies concerned. The order re- 
quires that the new rates go into effect October 1.) 


COAL RATES FROM OAK HILLS, COLO. 


1. AND S. DOCKET NO. 344 (35 I. V. C., 456-459) 
Submitted May 5, 1915. Decided July 10, 1915. 


This proceeding is supplementary to that reported in 30 I. C. C., 
505. The carriers having published the joint rates therein 
fixed by the Commission failed to agree upon the divisions 
thereof. The initial line thereupon petitioned the Commis- 
sion to make an order prescribing the just and reasonable 
divisions of such joint rates to be received by each carrier 
party thereto. Divisions prescribed. 


A. L. Vogl, Carle Whitehead, T. S. Dines and T. S. Dines, 
Jr., for Denver & Salt Lake Railroad Co. W. T. Hughes and 
bf F. Dickinson for Chicago, Rock Island & Pacific Railway 

O. 


BY THE COMMISSION: 

Our original report herein, 30 I. C. C., 505 (The 
Traffic World, June 30, 1914, p. 1243), required the 
establishment, Sept. 1, 1914, of joint rates on bituminous 
coal from Oak Hills, Colo., on the Denver & Salt Lake 
Railroad, hereinafter called the Moffat road, through 
Denver, to stations on the Chicago, Rock Island & 
Pacific Railway, hereinafter called the Rock Island, in 
Kansas, Nebraska and Missouri. The rates prescribed 
were on the basis of the rates then in effect from the 
Walsenburg, Colo., coal district by way of Pueblo and 
the Rock Island to the same destinations. The report 
concluded as follows: 

It is the expectation of the Commission that the Moffat road 

and the Rock Island will be able to agree upon divisions of 
such rates. No opinions is expressed here as to the reasonable- 
ness of the divisions which the Rock Island asks east of Den- 
ver, nor of the divisions* which the Moffat road offers to the 
Rock Island. 
The carriers concerned were unable to agree upon the 
divisions and the Moffat road instituted this proceeding 
to obtain a supplemental order prescribing the just and 
reasonable divisions of such joint rates. 

These joint rates are substantially the same as the 
rates from Walsenburg and Oak Hills to destinations on 
the lines of the Burlington and Union Pacific systems 
in adjacent territory. The points of destination are 
grouped and the rates range from $3 to $3.75 per ton, 
being on lump coal usually somewhat higher than on 
the lower grades. The Moffat road proposes divisions 
that will give it as much as $1.30 per ton on lump coal, 
$1.40 per ton on the lower grades, including slack, and 
not less than $1.213 per ton on any grade. Since the 
rates from the Walsenburg and Oak Hills districts are 
the same to stations on the Union Pacific, Burlington 
and Rock Island roads, and the divisions received by 
the originating lines for their hauls from both districts 
to Denver are substantially the same to Union Pacific 
and Burlington stations, the Moffat road contends that 
it is unreasonable for the Rock Island to demand di- 
visions that result in lower revenues to the Moffat road 
than accrue to it on coal which it delivers at Denver 
to other carriers. The Rock Island replies that the cir- 
cumstances relative to the divisions of the joint rates 
on coal that moves from Denver via the Union Pacific 
and the Burlington differ from those which obtain on 
coal from Denver over the Rock Island in that the 
Union Pacific and the Burlington receive the coal from 
both districts only at Denver, whereas the Rock Island 
receives Oak Hills coal at Denver and Walsenburg coal 
at Pueblo; 118 miles south of Denver. Since the coals 
produced in the two fields named are alike, and may 
replace each other, the Rock Island demands divisions 
out of the Oak Hills rates based on the ton-mile reve- 
nue it receives on Walsenburg coal applied to its mile- 
age from Denver. 

The Moffat road operates its own line from the Oak 
Hills district to Denver, where it has no direct track 
connections with the Rock Island, and absorbs a switch- 
ing charge of 20 cents per ton for deliveries to the 
Rock Island. It formerly paid a similar charge for 





switching to the Union Pacific until a direct connection 
was established. 


The Rock Island extends eastward 
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from Colorado Springs, crossing the Union Pacific at 
Limon, 79 miles distant. Formerly its route from 
Limon to Denver was via Colorado Springs and the 
Denver & Rio Grande, a haul of 154 miles. During 
recent years it has used the rails of the Union Pacific 
from Limon direct to Denver, 89 miles. The Rock 
Island, however, not only pays wheelage to the Union 
Pacific for the actual use of its tracks but also to the 
Denver & Rio Grande for the constructive use of its 
tracks between Denver and Colorado Springs, 75 miles, 
on all Denver traffic that it handles. Rock Island Rail- 
way vs. Rio Grande Railroad, 143 U. S., 596. The Rock 
Island enters Pueblo over the rails of the Denver & Rio 
Grande, paying wheelage charges for the 44 miles from 
Colorado Springs. 

Coal from Walsenburg is received by the Rock 
Island at Pueblo after a haul of about 68 miles by the 
initial lines and is moved thence to Limon, 123 miles 
from Pueblo, 191 miles from Walsenburg. Coal from the 
Oak Hills district is carried by the Moffat road 197 
miles to Denver, and by the Rock Island to Limon, 286 
miles from Oak Hills, 95 miles more than from Walsen- 
burg. The Rock Island’s service eastward from Limon 
is the same whether the coals originate at Oak Hills 
or Walsenburg. Coal from the Oak Hills district begins 
to move over the Rock Island’s own rails only at Limon. 
On such coal the Rock Island pays wheelage from 
Denver to Limon, 164 miles, including constructive mile- 
age over the Denver & Rio Grande. On coal from 
Walsenburg it pays wheelage for only 44 miles from 
Pueblo to Colorado Springs. The Rock Island urges 
that because it has its own rails to Colorado Springs 
and receives Walsenburg traffic at Pueblo it occupies a 
strategic position relative to the Walsenburg field, and 
that its position and the revenues resulting from it 
should be considered. 

The Moffat road’s local rates from Oak Hills to 
Denver are $1.60 per ton on lump coal, $1.40 on other 
kinds of coal. It has never demanded of the Rock 
Island more than $1.336 as its share of the joint rates 
on lump coal to interstate points, and now demands 
only $1.30 per ton, except on slack coal. In some in- 
stances the divisions demanded on slack coal are as 
high as the Moffat road’s local rates. The divisions of 
the rates on lump published by the Moffat road in its 
I. C. C. No. 5, effective Aug. 18, 1913, were entirely sat- 
isfactory to it. They were practically the same as the 
divisions now demanded, ranging from $1.336 to $1.201 
per ton and averaging about $1.25 per ton. Some of 
the reductions effected by the present rates amounted 
to 43 cents per ton. The divisions demanded of the, 
present rates therefore are relatively higher than the 
former divisions. The ratios of the former divisions to 
the rates divided, if applied to the present rates on 
lump coal to points as far east as the Missouri River 
and as far south as Dwight, Kan., would give the Moffat 
road from $1.21 to $1.11 per ton, or an average of 
$1.162 per ton, to 128 interstate points. The same 
basis would give the Moffat road from $1.18 to $1.03 per 
ton, or an average of $1.106 per ton on run of mine and 
slack to such points. The average of the divisions so 
computed on all kinds of coal would amount to $1.134. 
The divisions voluntarily established by the Moffat road 
on coal to 54 destinations involved did not exceed $1.22 
per ton. To one Colorado point the Moffat road’s di- 
vision was $1.154. To certain Colorado points served by 
the Union Pacific it was and still is $1.20. This $1.20 
division specifically assumes 20 cents per ton for 
switching at Denver, which the Moffat road no longer 
pays on Union Pacific business. The $1.154 division de- 
scribed involved the absorption of a 20 cents per ton 
switching charge. 

The services performed by the Moffat road from 
Oak Hills to Denver are the same on all grades of coal 
and cost no more when delivery is made to the Rock 
Island at Denver than when delivery formerly was made 
to the Union Pacific. The $1.154, $1.20 and $1.22 di- 
visions referred to represent revenues acceptable to the 
Moffat road. It accepts or is willing to accept divisions 
not exceeding $1.22 out of the rates to 25 out of 41 com- 
petitive points involved. The joint rates from the Oak 
Hills district to Rock Island stations have benefited 
the Moffat road more than the Rock Island, as the 
Rock Island obtained an ample supply of coal from the 
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Walsenburg fields before the Oak Hills district was 
opened. The equalization of the rates from the Oak 
Hills and Walsenburg fields to Rock Island points was 
welcomed by the initial line but was vigorously opposed 
by the delivering carrier. On the other hand, we are 
urged to consider the mountainous character of the 
country through which the Moffat road runs and the 
switching charge which it at present absorbs in deliv- 
ering coal to the Rock Island. 

Upon all of the facts of record we find that the 
Moffat road is entitled to divisions on coal, soft, all 
kinds but nut, slack and pea, of $1.18 per ton, and on 
coal, soft, nut slack and pea, of $1.12 per ton, on ship- 
ments to all destinations on the line of the Rock Island 
in Kansas, Nebraska and Missouri shown in Moffat road 
tariff I. C. C. No. 20. 

The Moffat road attempted at the hearing to 
broaden the scope of the proceeding to include an in- 
quiry with respect to the divisions on run of mine and 
slack coal under its tariff I. C. C. No. 5, but without 
amending its petition. The question thus raised is not 
properly before us and will not be considered at this 
time. We may suggest, however, but without prejudice 
to future action, that one method of dividing the rates 
would be to apply the percentage received by the Moffat 
road on lump coal to the rates on run of mine and 
slack coal to the same stations with the divisions to 
the Moffat road on lump coal as maxima. 

This report deals with a particular case. It refers 
only to the relations between the Moffat road and the 
Rock Island lines on a particular commodity and is not 
intended for application to other commodities or to the 
relations of the Moffat road, the Rock Island, or both, 
with other roads. The divisions received by the initial 
lines in the Walsenburg district, on coal delivered to 
the Rock Island at Pueblo, while not as large as the 
constant divisions herein found reasonable for the 
Moffat road in connection with the Rock Island at 
Denver, yield much higher returns per ton-mile. We 
have not considered them sufficiently high to measure 
the divisions which the Moffat road should receive for 
its haul from Oak Hills to Denver. The divisions and 
revenues herein found reasonable for the Moffat road’s 
services in connection with the Rock Island should not 
be used to measure the divisions of the carriers serving 
the mines at Walsenburg on coal delivered to other car- 
riers at Pueblo or at Denver, or its own connection with 
other carriers. An order will be entered accordingly. 


CONCENTRATION AND STORAGE 





Il. AND S. NO. 518 (35 I. C. C., 469-474) 
WITHDRAWAL OF REGULATIONS COVERING CON- 
CENTRATION AND STORAGE OF DAIRY PRODUCTS. 
Submitted June 19, 1915. Decided July 24, 1915. 

1. Proposed cancellation of rules providing for readjustment 
of aggregate charges on shipments of dairy products con- 
centrated in transit in western territory justified, and or- 
ders of suspension vacated. 

2. Proposed cancellation of rules as to storage in transit not 
justified. 





W. F. Dickinson, Charles Donnelly, R. B. Scott, A. B. 
Humburg, C. S. Berg, T. J. Norton and C. C. Wright for re- 
spondents. Cassoday, Butler, Lamb & Foster for Live Poultry 
& Dairy Shippers’ Traffic Bureau. H. D. Driscoll for Kansas 
Carlot Egg Shippers’ Association and Topeka Traffic Associa- 
tion. T. F. Chaplin for Missouri Association of Wholesale 
Dealers in Butter, Eggs and Poultry, and St. Louis Refrigerat- 
ing & Cold Storage Co. W. S. Priebe for National Poultry and 
Egg Association. M. S. Hartman, Grant Thornberg and S. C. 
Bates for various interested shippers. 


DANIELS, Commissioner: 

For many years certain western lines have published 
special rules and regulations with regard to shipments of 
dairy products, which include butter, eggs and poultry. 
These may be divided into two general groups: (1) Rules 
providing for the readjustment of aggregate charges on 
these products shipped in less-than-carload quantities from 
points of origin in Nebraska, Kansas, Oklahoma, Missouri 
and the northwestern corner of Arkansas to concentration 
points, and thence in carload lots to the Mississippi River 
crossings and points east thereof, and to Pacific Coast 
terminals; (2) rules providing that the through carload 
rate from point of origin to point of ultimate destination, 
plus a charge, usually $5 per car, will be protected on car- 
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load shipments of these commodities stored in transit at 
intermediate points. 

The respondent carriers filed tariffs designed to cancel 
these rules and regulations and to discontinue the prac- 
tices thereunder, effective on various dates between Sept. 
23, 1914, and May 10, 1915, but upon protests by the Live 
Poultry & Dairy Shippers’ Traffic Bureau and numerous 
other organizations and shippers interested in the purchase 
and sale of butter, eggs and poultry the Commission sus- 
pended these tariffs to various dates between July 21, 1915, 
and Sept. 30, 1915. 

At the hearing it was announced that no justification 
of the schedules affecting the present rules and regulations 
regarding the storage in transit of these commodities would 
be attempted. For a second time in the course of a few 
months certain of the respondent carriers have filed tariffs 
proposing to cancel this practice and upon the suspension 
thereof have failed to justify the action. The respondents 
having offered no testimony in support of the tariffs, we 
find that they have failed to meet the burden of proof 
required by the statute. 


Butter, eggs and poultry move from country stations 
to concentration points in small lots, average about 200 
to concentration points in small lots, averaging about 200 
concentration points, which are usually the larger towns, 
the shippers or concentrators maintain extensive plants 
for storing and subjecting these commodities to processes, 
such as the reworking, grading and repacking of butter; 
the drying, desiccating, freezing, grading, candling and 
repacking of eggs; and the feeding, dressing, grading, 
freezing and packing of poultry. 

The products are shipped forward in carloads, and the 
carload rate from the concentration point to destination is 


‘applied, with a minimum weight of 20,000 pounds. The 


shipper at concentration point thereupon files a claim with 
the carrier tor a refund, and there is a readjustment by 
which the carload rate from the point of origin of each 
less-than-carload shipment to destination is applied on each 
less-than-carload shipment in the car sent forward, with 
the addition of 5 cents per 100 pounds. Only when the 
outbound carload moves within one year from the date of 
the inbound shipment will refund be made. Then, too, 
there is a minimum rate of 10 cents per 100 pounds pre- 
scribed on each inbound less-than-carload shipment, and a 
minimum charge of 25 cents on each shipment. The actual 
weights of the inbound shipments as shown on paid ex- 
pense bills are to be reduced by varying percentages stated 
in the tariff because of the reductions suffered in the 
treatment of the products at the concentration point. The 
shipper is required to keep a record of the transit and non- 
transit tonnage received at concentration points, and what 
is forwarded, and to make sworn yearly statements of the 
total tonnage on hand as compared with that represented 
by unexpired expense bills. 

The carriers propose to discontinue this readjustment 
of the aggregate charge, and this action will compel the 
application of the less-than-carload rate to points of con- 
centration and the carload rate thence to destination, and 
while it advances no particular rate, it will result in an 
increase in the total transportation charges. The resulting 
charges are estimated by the respondents to be generally 
about 14 per cent in advance of the present charges, and 
by the protestants from 30 to 35 per cent; and the burden 
of justifying these increased charges is as much upon the 
carriers as though it were proposed to advance a par- 
ticular rate. That burden may be sustained, however, by 
showing that the rates applicable upon cancellation or re- 
adjustment are proper charges for the service performed. 

A special arrangement for the encouragement of the 
concentration of dairy products was first instituted about 
1890 by the St. Louis & San Francisco Railroad aiong its 
lines in Kansas and Missouri. It was later established by 
the Missouri Pacific and Chicago, Rock Island & Pacific 
along their lines in these states and in Nebraska. As time 
went on it became effective on all lines in the states and 
on the traffic hereinbefore described. At first the arrange- 
ments took the form of special less-than-carload commodity 
rates from the country points to the concentration points. 
Under this arrangement the shipments to and from the 
concentration points were handled and treated as separate 
and distinct transactions, and settlements with the car- 
riers made accordingly. Later, that the line bringing in 
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the small shipments to the concentration point might con- 
trol the outbound carload movement, the present practice 
of readjusting the aggregate through charges was adopted. 


Witnesses for the respondents testified that the prac- 
tice in its original as well as subsequent form was estab- 
lished for the purpose of building up the industry. The 
method adopted, however, has not been without opposition. 
It appears that some of the carriers, believing that the 
practice was wrong in principle, established it on their 
lines only because they were forced to do so under stress 
of competition. For example, the Chicago & North West- 
ern Railway did not make it operative over any of its lines 
until 1906, and then only in Nebraska, as a result of the 
competition of other Nebraska lines. The same is true of 
the northern transcontinental lines, like the Great North- 
ern and Northern Pacific railways. Having discovered 
about 1906 that a substantial percentage of the butter and 
eggs consumed in Pacific Coast markets was coming from 
Kansas and Nebraska, these carriers decided to do some- 
thing to encourage the movement of such products from 
points on their lines, and accordingly adopted the practice 
they now desire to abolish. 


The respondents contend that the industry in question 
no longer needs the stimulus of an abnormal adjustment 
of rates, and in support of this they submitted exhibits 
showing the relative production of dairy products in Ne- 
braska, Kansas, Missouri, Oklahoma and Texas, states 
wherein the practice has prevailed, and in Iowa, South 
Dakota, Wisconsin and Minnesota, where it has not been 
in operation. Texas is included in these comparisons for 
the reason that up to the latter part of 1914 the practice 
was in effect in that state; the tariffs canceling it not 
having been protested, were allowed to become effective. 
South Dakota and Minnesota are included in the latter 
group of states for the reason that the practice herein 
has not been applied on eastbound traffic. No form of re- 
adjustment of charges appears ever to have been in effect 
in Iowa or Wisconsin. The following table shows the pro- 
duction of these commodities during the years indicated. 






































Fowls, in Butter, in Eggs, in thou- 

thousands. thousand pounds. sand dozens. 

1900 1910 1900 1910 1899 1909 
Nebraska ..... 7,812 15,274 46,244 49,960 41,132 46,929 
pS eres 12,556 24,583 58,837 48,360 73,190 81,659: 
Oklahoma .... 2,698 16,264 8,834 31,167 20,674 46,000: 
Missouri ...... 16,076 31,913 46,949 52,367 85,203 111,816: 
oe 14,861 25,656 48,244 67,126 58,040 177,845. 
PORE oc 54,003 113,690 209,109 248,980 278,239 364,249 
ee ere 20,043 29,990 139,022 127,261 99,621 109,760 
South Dakota. 3,178 6,186 23,573 23,125 17,349 25,067 
Wisconsin .... 8,447 10,764 106,552 131,085 46,249 50,623 
Minnesota .... 8,142 11,862 82,363 123,551 43,208 53,807 
TOUR cic 39,810 58,802 351,510 405,022 206,429 234,257 


The Rock Island for the year ending June 30, 1914, 
shipped from nontransit territory (4,400 miles) 2,747 cars: 
of butter, eggs and poultry, or 0.6 of a car a mile, while: 
from transit territory (3,400 miles) 3,569 cars were shipped, 
or 1.4 cars a mile, and the average lading of these was 11.4 
tons. The respondents suggest that the application of the: 
readjustment practice in the states named is an unjust 
discrimination against the states in which it is not ap- 
plied. Many carriers serve both groups of states. For: 
example, the Chicago, Burlington & Quincy and Chicago, 
Rock Island & Pacific have extensive mileage in the state 
of Missouri, where the practice is in effect, and also in 
the state of Iowa, where it is not in effect. The record 
shows that concentrators in the two groups of states com- 
pete in common markets, and especially in the eastern 
markets. The business in the states where the practice 
is not in effect seems to be carried on in substantially the 
same manner as in the states where it is in effect. How- 
ever, no complaint of discrimination in this respect has 
ever been made to the carriers by shippers in the states 
where the practice is not in effect. 

It is also contended that the readjustment practice is 
wrong in principle; and that it appears in the present form 
in practically no other place in the country. Shipments: 
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which average in weight between 100 and 500 pounds are 
given all of the services incident to the usual less-than- 
carload shipment. Based upon the claims for readjustment 
of charges, the average number of less-than-carload ship- 
ments to make up the carload moving from the concentra- 
tion point is from 30 to 40, but frequently a car contains 
as many as 150, and each one of these small shipments re- 
quires the making out of a waybill, an expense bill, and all 
of the other clerical work required by the ordinary less- 
than-carload shipment. The carload shipments from the 
concentration point, while loaded and unloaded by the 
shippers, are not only given all of the services incident 
to the usual carload shipment, but are made in refrigerator 
ears furnished by the carriers and given an expedited 
service. Loss and damage is heavy. In 1914 the Chicago 
& North Western paid upon eggs 9 per cent of the total 
gross revenue from the traffic; upon butter and cheese, 1.3 
per cent, while the amount paid upon all carload freight 
was 0.8 per cent. Claims for readjustment require a great 
deal of detail work in handling; the charges shown on 
each expense bill presented must be verified; care must 
be taken to see that the proper amount of tonnage has 
been surrendered and that the storage time permitted by 
the tariffs on that surrendered has not expired. In view 
of these, the facts, respondents contend that there is no 
good reason why they should readjust the charges on two 
separate and distinct transactions on the basis of the 
carload rate from the point of origin of the less-than- 
carload shipment to the destination of the carload ship- 
ment. m 

On behalf of protestants it is claimed that the industry 
in question still needs the help of the readjustment prac- 
tice, particularly in certain sections of the states where it 
now prevails, and that for this reason it should not be 
withdrawn at this time. It is also pointed out that the 
less-than-carload rates in the states where the practice 
does not prevail are generally lower than in the states 
where it is prevalent, and that therefore it should be con- 
tinued in order to equalize the two groups of states in 
this respect. This contention was supported by numerous 
exhibits showing the local rates for various distances in 
the several states, and also the combinations of these 
rates and the outbound carload rates from representative 
concentration points to typical consuming markets. The 
Commission will not require the practice to be continued 
merely because of alleged commercial necessity. Hide 
Rates to Los Angeles, Cal., 31 I. C. C., 633, 636 (The Traffic 
World, Oct. 24, 1914, p. 761); Rates on Linseed Oil, 26 
I. C. C., 265, 270 (The Traffic World, March 15, 1913, p. 613). 
‘The local class rates in all the states, except Kansas, in 
which the readjustment practice in issue prevails have 
been reduced by legislative authority since the institution 
of the practice. These rates are presumed to reflect local 
conditions in the various states and, so far as this case is 
concerned, are applied on shipments which begin and end 
within those states. 

Then, too, the less-than-carload rates to concentration 
points are the same as are paid on a large amount of 
butter, eggs and poultry which does not take advantage 
of the readjustment, and which is not shipped in carloads 
beyond. It was suggested that one reason for the readjust- 
ment practice was that the class rates might be protected; 
and that, if the carload rates were not continued to be 
applied back from point of origin, the carriers would 
either have their classification challenged or be compelled 
to accord to the product under consideration a special less- 
than-carload rate lower than at present. Whatever may 
be the outcome of their action, the respondents have justi- 
fied the proposed application of less-than-carload rates 
upon less-than-carload shipments and carload rates upon 
concentration carload lots from concentration points to 
destination. 

Our conclusions herein are without prejudice to the 
right of any party to contest the reasonableness of any 
rates affecting the commodities here involved by appro- 
priate proceedings. We are of opinion and find that re- 
spondents have justified the proposed cancellation of the 
concentration practice. 

An appropriate order will be entered. 
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NASHVILLE RESHIPPING RATES 


CASE NO. 1698 (35 I. C. C., 477-484) 


W. S. DUNCAN & CO. ET AL. VS. NASHVILLE, CHAT- 
TANOOGA & ST. LOUIS RAILWAY ET AL. 


Submitted June 22, 1915. Decided July 10, 1915 


On Dec. 7, 1914, the Supreme Court of the United States an- 
nounced its decision reversing the order of the Commerce 
Court, which order set aside and annulled the order of the 
Commission in this case, entered on June 9, 1911, requiring 
the removal of unjust discrimination resulting from the 
granting to Nashville, Tenn., and the denial to Atlanta and 
nine other complaining cities in Georgia of the privilege of 
rebilling or reshipping grain, grain products and hay trans- 
ported from the Ohio and Mississippi river crossings or be- 
yond and destined to points in the southeast, at the through 
rate from origin to final destination. Upon consideration of 
the facts of record in the original hearings and in the re- 
cent hearings upon rule to show cause and upon the appli- 
cations of the defendant carriers under Section 4 of the 
Act to regulate commerce; Held, That the granting of the 
said privilege to Nashville and the denial of it to Atlanta 
and the other complaining cities results in a violation of 
Section 3, and that no showing has been made, under either 
Section 3 or Section 4, why the Commission should not enter 
an order in substantial conformity with the order of June 
9, 1911. Order entered. 





William A. Wimbish for complainants; R. Walton Moore 
and M. P. Callaway for Nashville, Chattanooga & St. Louis 
Railway and other carriers; W. A. Colston and N. W. Proctor 
for Louisville & Nashville Railroad Co.; Perkins Baxter for 
Nashville Grain Exchange, intervener. 


Report of the Commission upon Rule to Show Cause. 


CLEMENTS, Commissioner: 

Following the decision of the Supreme Court of the 
United States in U. S. vs. L. & N. R. R. Co., 235 U. S., 
314, this case was set down for hearing upon a rule to 
show cause why the Commission should not enter an 
order in substantial conformity with the order heretofore 
issued on June 9, 1911, or such other order as may be 
justified under the law and the facts appearing of record. 
There is quoted below a portion of the decision of the 
Supreme Court, which gives a brief history of the case 
and the finding of error in the action of the Commerce 
Court in enjoining the order of the Commission. For a 
more detailed statement of the case reference is hereby 
made to the Commission’s original and supplemental re- 
ports. 


This case involves a controversy as to the legality of a re- 
shipping privilege permitted at Nashville by the carriers who 
are parties to the record, described by the court below as 
follows: : 

“On grain, grain products and hay shipped to Nashville by 
rail from or through Ohio or Mississippi river crossing points 
such as Louisville, Evansville, Hickman, Paducah, Cairo, etc., 
the L. & N. and N. C. & St. L. charge the full local freight 
rate from said crossing points to Nashville. These shipments 
may then be stopped at Nashville for a period not exceeding 
six (since extended by the carriers to twelve) months, during 
which time they may be rebilled or reshipped to destination 
in southeastern and Carolina territory; and on such reshipments 
so rebilled the freight charges into and out of Nashville are 
readjusted so that the total transportation charge on any one 
shipment from any given Ohio or Mississippi river crossing 
via Nashville, to any given destination in said territory, shall 
exactly correspond with the transportation charge legally as- 
sessable on that shipment had it been billed and moved through 
from its point of origin at the said Ohio or Mississippi river 
crossings points to its final destination without having been 
stopped in transit at Nashville.’’ . 

We adopt the history of the litigation in so far as it re- 
lates to the privilege in question contained in the brief on the 
part of the United States. 

‘1. In 1908 certain Georgia grain dealers complained to the 
Interstate Commerce Commission of various traffic practices at 
Nashville; after taking voluminous proof, the Commission, on 
June 24, 1909, held the reshipping privilege illegal and ordered 
it stopped (16 I. C. C., 590, 595). 

“2° The Commission, on its own motion, postponed the ef- 
fective date of the order, so that it might institute a country- 
wide investigation of the practices involved; and on May 3, 
1910, the Commission, after a hearing at which about 150 shippers 
and carriers were represented by counsel, reported that its 
former order abolishing the reshipping privilege in toto was too 
strict, and remitted the matter to the carriers and shippers to 
frame regulations that would prevent any rebating under the 
privilege (18 I. C. C., 280), and, pursuant thereto, new and 
satisfactory regulations were adopted to safeguard the reship- 
ping privilege (21 I. C. C., 183, 188).” 

The previous order of June 24, 1909, which had abolished 
the reshipping privilege at Nashville, was vacated and the Com- 
mission thereafter again considered the controversy between 
the grain dealers of Georgia and the Nashville dealers and 
carriers. 

‘3. * * * On June 9, 1911, the.Commission delivered a 
supplemental report, holding that the action of the carriers in 
granting the reshipping privilege to Nashville, while refusing it 
to Atlanta, etc., was an undue and unreasonable preference to 
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Nashville, in violation of Section 3 of the interstate commerce 
act. (21 I. C. C., 186.) The Commission entered an order in 
accordance therewith. 

“4. The Nashville Board of Trade, the L. & N. R. R. Co. 
and the N. C. & St. L. R. R. Co. thereupon sued in the Com- 
merce Court to enjoint the enforcement of the order; the two 
suits were consolidated.” The record evidence before the 
nono was introduced and some additional testimony was 
taken. 

The Commerce Court, finding that there was no conflicting 
or disputed evidence concerning the origin and character of the 
reshipping privilege, concluded that whether such privilege was 
an undue preference was not a matter of fact but a question of 
law upon which it was its duty to reach an independent con- 
clusion. The court, therefore, among other considerations, be- 
cause the privilege was of long standing and was justified by 
water competition at Nashville, declared it to be not unlawful 
and not preferential. A peremptory injunction was allowed re- 
straining the enforcement of the order of the Commission. And 
the correctness of this action is the question here for decision. 


In view of the doctrine announced in Interstate Com. Com. 
vs. Illinois Cent. R. R., 215 U. S., 452; Interstate Com. Com. vs. 
Delaware, L. & W. R. Co., 220 U. S., 235; Interstate Com. Com. 
vs. Louisville & Nashville R. R., 227 U. S., 88, it plainly results 
that the court below, in substituting its judgment as to the 
existence of preference for that of the Commission on the 
ground that there was no dispute as to the facts it had a right 
to do so, obviously exerted an authority not conferred upon it 
by the statute. It is not disputable that from the beginning 
the‘very purpose for which the Commission was created was to 
bring into existence a body which from its peculiar character 
would be most fitted to primarily decide whether from facts, 
disputed or undisputed, in a given case preference or discrimi- 
nation existed. East Tenn., etc., Ry. Co. vs. Interstate Com. 
Com., 181 U. S., 1, 23-29. And the amendments by which it 
came to pass that the findings of the Commission were made 
not merely prima facie but conclusively correct in case of 
judicial review, except to the extent pointed out in the Illinois 
Central and other cases, supra, show the progressive evolution 
of the legislative purpose and the inevitable conflict which ex- 
ists between giving that purpose effect and upholding the view 
of the statute taken by the court below. It cannot be other- 
wise since if the view of the statute upheld below be sustained, 
the Commission would become but a mere instrument for the 
purpose of taking testimony to be submitted to the courts for 
their ultimate action. 


Following a reference to the question whether the 
action of the Commission was unsustained by proof, which 
question it found was not essential to consider in view 
of the disposition of the case, the court discussed the rate 
situation with reference to the fourth section of the Act 
to regulate commerce and concluded as follows: 


When the result of this allowance (on the local rate from 
Nashville to point of destination) is understood there seems 
to be no room for serious controversy that the right to continue 
the privilege is controlled by Section 4 of the act. The actual 
shipment from Nashville must either be considered as a move- 
ment from Nashville, irrespective of the rate which would have 
been applicable on a through shipment from an Ohio River 
point to the same point of destination, or it must be treated 
by a fiction as one moving from an Ohio River point to the 
same destination. If the first, then clearly the allowance made 
of a rate from Nashville to the point of deStination was a 
lesser charge for the longer distance hauled as to such grain 
than was charged for the shorter distance as to any other grain 
moving from Nashville to intermediate points or from such 
points to places further on and came clearly within the grasp 
of Section 4. If on the other hand it be imagined to be a 
shipment from the Ohio River crossing to the point of desti- 
nation upon the theory that the traffic before stoppage at 
Nashville originated at the Ohio River point, then exactly the 
same conditions would be reproduced, since the charge as the 
result of the reduction made was the equivalent of a lesser 
rate for the longer than for the shorter distance, which as we 
have stated, was the prevailing system from Ohio River cross-~- 
ings to points of destination in the southeast. 


It is true that in argument it was said that the question 
here is whether there was a preference or discrimination under 
Sections 2 and 3 of the act and not an inquiry under Section 
4, and that a distinction between the various sections has been 
recognized. It has, indeed, been held that the provisions of 
Sections 2, 3 and 4 of the act being in pari materia required 
harmonious construction and therefore they should not be ap- 
plied so that one section destroyed the others, and consequently 
that a lesser charge for a longer than for a shorter distance 
permitted by Section 4 could not for such reason be held to be 
either a preference or discrimination under Sections 2 and 3. 
Louisville & Nashville R. R. vs. Behlmer, 175 U. S., 648; East 
Tenn., etc., Ry. vs. Interstate Com. Com., 181 U. S., 1. But the 
rule which requires that a practice which is permitted by one 
section should not be prohibited upon the theory that it is for- 
bidden by another gives no support to the unwarranted assump- 
tion that that may be permitted which is devoid of all sanc- 
tion and indeed is in direct conflict with all three of the sec- 
tions—a result clearly arising in the case before us in conse- 
quence of the amendment of Section 4. Indeed, when the evil 
which it may be assumed conduced to the adoption of the 
amendment of Section 4 and the remedy which that amendment 
was intended to make eective are taken into view (see Inter 
Mountain Rate cases, supra), it would seem that the case 
before us cogently demonstrates the applicability of the 
amendment to the situation. And it needs no argument to 
demonstrate that the application of the principle of public pol- 
icy which the statute embodies is to be determined by the 
substance of things and not by names, for if that were not the 
case the provisions of the statute would be wholly inefficacious, 
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oe nesime would readily be devised to accomplish such a pur- 


It follows from what we have said that the court be 
was wrong in enjoining the order of the Commission, Br yd 
the contrary should have dismissed the complaint. ‘The case 
will therefore be appropriately remanded to enable a decree to 
that effect to be entered, without prejudice, however, to the 
right of the carriers to apply to the Commission to be relieved 
from the operation of the provisions of Section 4 of the inter- 
state commerce act if they are so advised, 


Hearings has been had not only on the rule to show 
cause, but also on the general applications of the car- 
riers (No. 1952 of the Louisville & Nashville Railroad Co. 
and No. 458 of the Nashville, Chattanooga & St. Louis 
Railway) covering departures from the long-and-short- 
haul rule of the fourth section in their rates to destina- 
tions in the southeast, and the case has been orally argued. 

In 1854 the Nashville & Chattanooga Railway, the 
predecessor of the Nashville, Chattanooga & St. Louis 
Railway, completed its line from Nashville to Chatta- 
nooga, Tenn., following which traffic moved from the 
Mississippi and Ohio rivers up the Cumberland River to 
Nashville and thence via the Nashville & Chattanooga 
and its connections to the southeast. This, in fact, was 
the first direct route from the west to the interior south- 
east. In 1859 the line of the Louisville & Nashville was. 
completed from Louisville to Nashville, making it pos- 
sible for the first time to ship via a direct all-rail route 
from the Ohio River to the southeast. About 1869 the 
Nashville & Chattanooga leased the line of the Nashville 
& Northwestern Railroad from Nashville to Hickman, 
Ky., and in 1871 purchased the same. About 1870 the 
Nashville & Chattanooga inaugurated the practice of re- 
billing or reshipping grain at Nashville, this being the 
first transit privilege in the United States, and the reason 
stated for its establishment being to meet the compe- 
tition of boats on the Cumberland River. Hickman, while 
on the Mississippi River, is not a crossing, and it should 
be borne in mind that the grain which it was then de- 
sired to transport to Nashville via rail originated at points 
on the Ohio, Mississippi and Wabash rivers, and neces- 
sarily moved by water to Hickman. The Louisville & 
Nashville gradually extended its lines into the southeast, 
by construction, lease and purchase, and the first record 
of the reshipping arrangement at Nashville on grain 
moving over its line was in 1877, although it may have 
been in effect prior to that date. The then traffic man- 
ager of the Louisville & Nashville testified at a former: 
hearing in this case that elaborate reshipping rules and 
regulations were established between the Louisville & 
Nashville, and the Nashville, Chattanooga & St. Louis 
in 1878. Thus it will be seen that while the reason as- 
signed for the establishment by the Nashville & Chatta- 
nooga of the reshipping privilege was competition on 
the Cumberland River, and the desire of that line to se- 
cure the haul to Nashville, this privilege was early ex- 
tended to grain transported from the Ohio River to Nash- 
ville by the Louisville & Nashville, and is now in effect 
also on grain moving from Memphis. Tenn., via the Nash- 
ville, Chattanooga & St. Louis. In 1880 the-Louisville & 
Nashville acquired control of the Nashville, Chattanooga 
& St. Louis through stock ownership, and at that time 
there were no other rail carriers serving Nashville, the 
Tennessee Central not then having been constructed. 

The testimony of the carriers was that rates on grain 
were first made from Nashville to points in the southeast 
and that competition of the Cumberland River boats fixed 
the amount of the rates subsequently made from the Ohio 
River crossings. In our reports in Fourth Section Vio- 
lations in the Southeast, 30 I. C. C., 153 (The Traffic 
World, May 16, 1914, p. 943), and 32 I. C. C., 61 (The 
Traffic World, Nov. 7, 1914, p. 865). we found that the 
rates from the Ohio and Mississippi river crossings to 
Atlanta, for instance, were the result of severe compe- 
tition between the various direct rail lines from the sev- 
eral crossings and of rail-and-water routes through the 
Atlantic ports; and on grain and grain products, which 
constitute a substantial percentage of the traffic from 
the west, this competition was naturally very keen. 
Therefore, while competition of boats on the Cumberland 
River may have been influential in fixing the relationship ° 
between Nashville and the Ohio River crossings on grain 
moving to the southeast, we do not find that it fixed 
the measure of the rates from any of these points. 

In 1873 the first bridge was built over the Ohio River 
at Louisville, and as there was a difference in the gauge 
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of the roads to and from that crossing, an allowance 
of three-fourths of a cent per 100 pounds was made by 
the Louisville & Nashville for the service of elevation. 
As lines to the southeast were constructed elevators were 
built and a similar allowance was made at other cross- 
ings, and competition resulted in an equalization of rates 
via the various gateways. The rates to Atlanta and the 
other complaining cities are the same from the several 
Ohio River crossings, and rates from Memphis are uni- 
formly lower than those from the Ohio River by 4 cents 
per 100 pounds. The general basis of rates from points 
north or west of the Ohio and Mississippi rivers is lowest 
combination on the rivers and in order to equalize routes 
iit was, and is, frequently necessary for the lines either 
to or from the crossings, sometimes both, to accept less 
than their local rates. From this resulted the establish- 
ment of the reshipping privilege at the crossings. 

Even if it were true that competition on the Cum- 
berland River was the reason which led to the inaugura- 
tion of the reshipping privilege at Nashville, transporta- 
tion conditions soon changed with the construction of 
numerous lines from the grain fields of the west to the 
crossings and from the crossings to the southeast, mak- 
ing it possible for grain to move from points of produc- 
tion to destinations in the southeast via all-rail routes, 
some of which do not serve Nashville; and, whereas the 
grain which it is stated the reshipping privilege was 
established to attract via the Nashville & Chattanooga 
necessarily moved a part of the way by water, in sacks, 
the establishment of all-rail routes made it practically 
essential for a grain market to receive its grain in bulk, 
for the purpose of storage, grading and treatment. The 
Nashville market could compete, of course, only on an 
equality of rates with the Ohio River markets, and it is 
significant that following the allowance for elevation at 
the latter a similar allowance was made at the former, 
and still is, although the allowance at all of these points 
is only one-half of what it formerly was. 

It was further testified by defendants that the milling- 
in-transit privilege on grain was voluntarily established 
at Nashville, this being the first privilege of the kind in 
the country, and that a demand of the southeastern lines 
for either its removal or its extension to other points 
resulted in its establishment at a number of points in 
the southeast. The reason for the inauguration of this 
privilege at Nashville was stated to be to enable a miller 
at that point to operate his mill during the entire year, 
the mill having previously been operated only during the 
periods when grain could be secured via the river. It 
is difficult to understand why there was less competition 
on grain moving to Nashville to be milled than on grain 
moving to that point to be reshipped, or why milling in 
transit was a matter of favor and reshipping of necessity. 

Upon consideration of the facts of record as to the 
history of the carriers defendant and the establishment 
and extension of the reshipping or rebilling privilege, we 
are not of opinion that the establishment or maintenance 
of this privilege was compelled by the competition of boats 
on the Cumberland River. 

The rates to Nashville on grain are 10 cents from the 
Ohio River crossings and 11 cents from Memphis, and 
these rates are exceeded at intermediate points. The 
maximum rates from the crossings to such intermediate 
points are 20 cents from Cairo, 16 cents from Paducah 
and Louisville, 18 cents from Memphis, and 15 cents from 
Henderson, Ky. The maximum rate from Hickman is 14 
cents. These departures are sought to be justified on 
the ground of water competition. Applications are on file 
covering same and the justification for the extent of the 
deviations, if such deviations are found to be justified, 
will be separately considered. The rates ‘to Nashville 
from the river crossings are not in any case higher than 
the rates to more distant points to which Nashville is 
intermediate. 

In Fourth Section Violations in the Southeast, supra, 
the Commission considered the rate adjustment from the 
Ohio and Mississippi river crossings to a majority of these 
complaining cities, and afforded relief only in connection 
with the rates to Macon and Columbus, Ga. The orders 
issued by the Commission in that proceeding require the 
departures to be removed on or before October 1 of this 
year,* and the carriers have stated it to be their intention 





*Since extended to Jan. 1, 1915. 


to revise their rates from Nashville in harmony with 
the revised rates from the crossings. The Commission’s 
orders were intended to cover rates in connection with 
which they are milling in transit, reshipping, and other 
privileges. . 

With the advantage of the reshipping privilege, Nash- 
ville dealers can compete with Atlanta dealers on an 
equality of rates in the city of Atlanta itself and at 
points to which rates are made by combination on At- 
lanta, while the former have a substantial advantage at 
points the rates to which are the same as, or made with 
relation to, the Atlanta rates. To a point taking the 
same rate from the crossings as Atlanta, Nashville’s ad- 
vantage is the amount of the local rate from Atlanta, 
while to a point taking a rate from the crossings, say, 
2 cents per 100 pounds higher than Atlanta. Nashville’s 
advantage is the amount of the local rate less 2 cents. 
The above statements would be true, of course, as to the 
other nine complaining cities. 


When it appears that the favored point secures an 
advantage through the granting to it of a privilege not 
compelled by competition and that there is no substantial 
dissimilarity of conditions, transportation or otherwise, 
surrounding the transportation to the favored and to the 
complaining cities, a showing of the rate situation, from 
which it is evident that the prejudice and disadvantage 
are real and substantial, is as convincing a showing of a 
violation of section 3 as it is generally practicable to 
make. There is before us substantial evidence as to the 
effect of this prejudice and disadvantage and upon con- 
sideration of the facts of record in the recent and the 
former hearings in this case and in the recent hearings 
on the defendants’ fourth section applications we are of 
opinion, and find, that the granting of the rebilling or 
reshipping privilege at Nashville and the denial of it 
at Atlanta and the other complaining cities constitutes a 
violation of section 3, and that there has been no showing 
made by defendants under either section 3 or section 4 
why an order in substantial conformity with the order 
of June 9, 1911, should not be entered. Such action will 
therefore be taken. 


THE TAP LINE CASE 


Il. & S. No. 11. (35 I. -C. C., 485-487) 
PETITION OF THE SIBLEY, LAKE BISTENEAU & 
SOUTHERN RAILWAY CO. 

Submitted June 12, 1914. Decided July 26, 1915. 


Modification of orders in the Tap Line case in favor of the 
petitioner beyond rates sanctioned by the Commission’s 
order of July 29, 1914, not found justified. Increase of 
divisions and of reparation denied. 





H. M. Garwood and W. R. Thurmond for Sibley, Lake Bis- 
teneau & Southern Railway Co. 


Fourth Supplemental Report. 


HARLAN, Commissioner: 


This is a rehearing upon motion of the Sibley, Lake 
Bisteneau & Southern’ Railway Co., one of the parties 
to the original. proceeding in the Tap Line case. In our 
report on that proceeding, 23 I. C. C., 277, 594 (The Traf- 
fic World, May 4, 1912, p. 870), we recognized the Sibley, 
Lake Bisteneau & Southern as a common carrier tap 
line, but found that it could not lawfully receive divi- 
sions from its connecting trunk lines on the product of 
the proprietary mill in excess of 1 cent per 100 pounds. 
In the testimony offered at the rehearing, and in the 
motion therefor, it is alleged in substance that the general 
conditions upon which the Commission based its findings. 
in the Tap Line case, supra, do not apply to the Sibley, 
Lake Bisteneau & Southern Railway, and that the division 
fixed by the Commission of 1 cent per 100 pounds is 
inadequate compensation for the service performed by 
the tap line. It was not contended that the conditions 
of control and operation were incorrectly described in 
the original report. On the contrary it was admitted 
that “the original record is substantially correct;” but 
it is alleged that the divisions that were in effect between 
this tap line and its trunk line connections prior to May 
1, 1912, were not excessive, but were just and reason- 
able, and were lower than the divisions between carriers 
in the same territory for a service similar to or less than 
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that performed by the Sibley, Lake Bisteneau & Southern 
Railway. It was further alleged that the division fixed 
by the Commission was wholly inadequate to pay the 
cost of operation and has resulted in a loss of revenue 
to the tap line of about $1,000 per month. It is stated 
that there is due to the Sibley, Lake Bisteneau & South- 
ern Railway Co. from its immediate connections, the 
Louisiana & Arkansas and the Vicksburg, Shreveport & 
Pacific, about $31,000 on the basis of the old divisions, for 
which reparation is asked. 


Subsequent to the filing of the motion for rehearing 
affidavits and statements were submitted showing to the 
satisfaction of the Commission that the proprietary com- 
pany had discontinued its lumbering operations and was 
no longer connected with or interested in any timber 
properties or industrial operations on or near the Sibley, 
Lake Bisteneau & Southern Railway. Thereupon the Com- 
mission made an order, dated Nov. 10, 1913, vacating and 
setting aside its orders in the Tap Line case so far as 
they related to the Sibley, Lake Bisteneau & Southern 
Railway Co., and that line was dismissed as a party to 
the above-entitled proceeding as of Nov. 10, 1913. 


Following the opinion of the Supreme Court of the 


United States and the orders relating thereto in the Tap 


Line cases, 234 U. S., 1, the Commission issued its second 
supplemental report, 31 I. C. C., 490, and by an order 
entered in connection therewith on July 29, 1914, the 
orders of the Commission entered herein on May 14, 1912, 
and Oct. 30, 1912, and all orders entered subsequent 
thereto with respect to through routes, joint rates and 
divisions between trunk lines and tap lines parties to the 
original proceedings were vacated and set aside, and the 
trunk lines were required, on or before Oct. 1, 1914, on 
not less than five days’ notice, to reopen through routes 
and publish joint rates to interstate destinations with 
each of the tap lines parties to the record with which 
they respectively have connections or junctions. That 
order fixed the maximum allowances and divisions that 
may be paid by the trunk lines named to their respective 
tap-line connections on interstate shipments of lumber 
and forest products moving from points thereon from May 
1, 1912, to the effective date of the rates and divisions 
established in compliance with the order. In the third 
supplemental order entered Jan. 4, 1915, the maximum 
allowances or divisions fixed in the order of July 29, 
1914, were made applicable on tap lines which were dis- 
missed as parties to the tap-line proceeding prior to that 
date. 

The alleged loss of revenue is apparently based on 
the original allowance of 1 cent per 100 pounds. On the 
basis of the maximum divisions fixed by the order of 
July 29, 1914, which are made applicable to shipments 


moving subsequent to April 30, 1912, the revenue derived , 
from shipments of lumber and forest products would be 


increased from 50 per cent to 150 per cent over that 
derived from the original allowance. On the product of 
the proprietary mill, which is located 5% miles from the 
junction, the division applicable is 1% cents per 100 
pounds and on the product of the independent mills lo- 
cated from 12 to 25 miles from the junction 2 cents and 
2% cents per 100 pounds. It is assumed that a readjust- 
ment with the petitioner will be made on that basis by 
its trunk-line connections. 

The real issue now presented for determination is 
whether or not the Commission shall modify its order 
of Nov. 10, 1913, and make the dismissal of the Sibley, 
Lake Bisteneau & Southern Railway Co. effective as of 
May 1, 1912, thus relieving it from the force and effect 
of any and all orders heretofore entered in this proceeding. 

The conclusions of the Commission announced in its 
original and supplemental reports herein were reached 
after a careful review of the whole record and the modi- 
fications made in the second supplemental report are in 


conformity with the decision of the Supreme Court, as. 


hereinbefore stated. There is no evidence to warrant the 
readjustment demanded by petitioner of the divisions in 
effect between May 1, 1912, and Nov. 10, 1913. Upon the 
whole record we find and conclude that there is no justi- 
fication for a further modification of our orders so far 
as they relate to the Sibley, Lake Bisteneau & Southern 
Railway Co. The petition of that line for increased di- 
visions and reparation will therefore be denied, and an 
order will be entered in accordance with this finding. 
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LIVE STOCK ADVANCES REFUSED 


Il. AND S. NO. 409 (35 I. C. C., 682-691) 


LIVE STOCK RATES FROM POINTS IN COLORADO, 
SOUTH DAKOTA AND OTHER STATES TO OMAHA, 
NEB., AND OTHER POINTS. 

Submitted Nov. 4, 1914. Decided July 30, 1914. 


Proposed increased rates for the transportation of cattle and 
sheep in carloads from points in Colorado, South Dakota 
and other states to points on the Missouri and Mississippi 
rivers and to Chicago, Ill., found not to be justified. 


H. A. Scandrett, W. F. Dickinson, Wallace T. Hughes, Jas, 
L. Coleman, E. N. Clark, J. C. McMurry, Tyson Dines, Chas. 
Donnelly, R. B. Scott, P. L. Williams, E. E, Whitted, C. C. 
Wright, R. H. Widdicombe, F. G. Wright, H. T. Rogers, T. J. 
Norton and O. W. Dynes for respondents; P. W. Dougherty, J. 
J. Murphy, W. G. Smith and F. C. Robinson for South Dakota 
Board of Railroad Commissioners and South Dakota Live Stock 
Association; A. F. Stryker for Kansas City Live Stock Ex- 
change, St. Joseph Stock Yards Co., South St. Joseph Live 
Stock Exchange, Union Stock Yards Co. of Omaha and South 
Omaha Live Stock Exchange; W. H. Schellberg for Union Stock 
Yards Co, of Omaha; M. F. Blanchard for St. Joseph Live Stock 
Exchange; F, C. Fletcher for St. Joseph Stock Yards Co.; J. H. 
Henderson for Iowa Board of Railroad Commissioners, Corn 
Belt Meat Producers’ Association and Iowa protestants; F. M. 
Stewart and Frank Cock for Western Cattle Raisers’ ASssocia- 
tion; Fred Farrar for State Railroad Commission of Colorado; 
S. H. Cowan for American National Live Stock Association and 
Cattle Raisers’ Association of Texas; T. W. Tomlinson for 
American National Live Stock Association and Arkansas Val- 
ley Stock Feeders’ Association; Geo. T. Bell and C. E. Childe 
for Sioux City Live Stock Exchange and Sioux City Commer- 
= Club; S. W..McClure for National Wool Growers’ Associa- 
ion, 

McCHORD, Chairman: 

The tariffs under investigation in this proceeding were 
suspended by the Commission from the dates when they 
would otherwise have become effective, some until Jan. 
30, 1915, and others until May 12, 1915. An original and 
two supplemental orders were entered, but the investi- 
gations were conducted as one proceeding. Since the 
issues here raised are in many respects similar to those 
presented in 1915 Western Rate Advance case, 35 I. C. C., 
497 (The Traffic World, Aug. 14, 1915, p. 320), the sched- 
ules were further voluntarily postponed by the respond- 
ents to Sept. 1, 1915. By the tariffs in question the 
respondents propose to increase their rates on cattle and 
sheep in carloads from points in the states of New Mex- 
ico, Colorado, Utah, Oregon and Wyoming, on or west 
of the Colorado common-point line, and from points in 
Montana, North Dakota and South Dakota to markets on 
the Missouri and Mississippi rivers and to Chicago, IIl. 
Some increases are also proposed from points east of the 
Colorado common-point line. ‘ 

The orders of suspension were based on protests 
filed by the South Dakota Board of Railroad Commission- 
ers, the Railroad Commission of Montana, the Commercial 
Club of Kansas City, Mo., the Kansas City Live Stock 
Exchange, the South Omaha Live Stock Exchange, the 
Arkansas Valley Stock Feeders’ Association, the American 
National Live Stock Association, the National Wool Grow- 
ers’ Association and the Sioux City Commercial Club. 

The Railroad Commission of Colorado and a number 
of corporations and associations interested in the live- 
stock business other than the protestants, appeared at 
the hearing and submitted testimony. 

The proposed increases in the rates average about 2 
cents per 100 pounds on both cattle and sheep. From 
Montana, North Dakota, South Dakota and certain points 
in Wyoming the increase is 1 cent on cattle and 2 cents 
on sheep. The increased rates on sheep apply only to 
shipments in double-deck cars. There are a few points 
from which the increases differ from the above figures, 
but the differences are due to an effort by the carriers 
to bring about uniformity in the rates from all this gen- 
eral territory. 

The carload minimum for cars 36 feet in length 
varies somewhat in different parts of the territory. On 
cattle from points in eastern Colorado, eastern Wyoming 
and South Dakota the carload minimum is 22,000 pounds. 
From points in western Colorado, western Wyoming and 
Idaho the carload minimum is 26,000 pounds. From a 
few points in Colorado and Wyoming and from points in 
Montana the carload minimum is 24,000 pounds. On sheep 
in double-deck cars from points in western Colorado, 
western Wyoming, Idaho, and Oregon the carload mini- 
mum is 23,000 pounds. From all other points involved in 
this controversy the minimum is 22,000 pounds. 
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It appears that in 1903 the carriers increased their 
rates on cattle from points in New Mexico, Colorado, 
Wyoming, Nebraska and other states to Chicago, IIl., and 
to St. Louis and Kansas City, Mo. The increased rates 
were investigated by this Commission in Cattle Raisers’ 
Assn. of Tex. vs. M., K. & T. Ry. Co., 11 I. C. C., 296, here- 
inafter called the Cattle Raisers’ case. By decision of 
Aug. 16, 1905, the Commission held the rates to be un- 
reasonable to the extent of the increases. On petition 
by the complainants for additional and more specific find- 
ings by the Commission the case was reopened for further 
hearing, 12 I. C. C., 1. By decision of April 14, 1908, 
13 I. C. C., 418, the Commission adhered to its former 
conclusion and required the carriers to reform their tar- 
iffs accordingly. The carriers instituted proceedings in 
court with the view to having the Commission’s order 
set aside, but the proceedings resulted in a decree sus- 
taining the order. M., K. & T. Ry. Co. vs. Interstate Com- 
merce Commission, 164 Fed., 645. 

Some of the rates ultimately established by the car- 
riers under the Commission’s order are among those 
sought to be increased in this proceeding. Both protest- 
ants and respondents refer to the findings in that case. 
The protestants content that they are controlling here. 
The respondents contend that conditions have so changed 
in recent years as to justify the increased rates now 
proposed. Many of the contentions there considered are 
again urged upon our attention, and much of the volumi- 
nous record now before us consists of evidence similar 
to that in the former case. 

The respondents contend that cattle and sheep re- 
quire and are accorded a special and expensive trans- 
portation service which should be reflected in the rates. 
They specify certain features, relied on to support their 
claim in this respect, as follows:. The necessity of stock 
pens at loading stations, of special transportation equip- 
ment, and of expedited trains. They say there is a large 
movement of empty cars to loading stations, that the 
loading is expensive, and that the general movement is 
more or less spasmodic; that unusual telegraphic service 
is required to secure safety of through trains; that trains 
must be stopped in transit for relief of cattle that get 
down in the cars, which in many instances necessitates 
unloading and reloading, and that caretakers for whom 
coaches must be supplied are hauled free and given free 
return transportation; that large terminal expenses have 
to be incurred in handling live stock; that the empty 
return movement of stock cars is greater than for the 
average traffic, and that live stock are required to be fed 
and rested in transit each 24 or 36 hours. 

Much testimony was submitted as to these various 
features of the transportation service. Substantially the 
same matters were urged and considered in the Cattle 
Raisers’ case, and the findings and conclusions with re- 
spect thereto are set out in the reports of the Commission 
in that case. 

‘ Undoubtedly it is necessary to provide stock pens at 
loading stations. It is likewise true that cattle are trans- 
ported in cars of peculiar construction which are com- 
monly known as cattle cars. But these things do not 
of themselves justify the increased rates. To some ex- 
tent special live-stock trains are provided by the carriers, 
but it very frequently occurs that cars loaded with cattle 
or sheep are carried in trains with dead freight. The 
hauling of empty cars to loading stations is not a new 
condition, nor was it shown that the method of loading 
is other than substantially the same as it has been for 
years. If there is any increase in the cost of loading, the 
increase does not result from different methods. 


There is dispute in the testimony as to whether ship- 
ments of live stock move more rapidly now than formerly, 
and whether the service is more expensive. In the Cattle 
Raisers’ case the carriers insisted that stock trains were 
given a schedule of approximately 20 miles an hour, while 
the shippers contended that the speed was ordinarily be- 
tween 12 and 18 miles an hour. The evidence now before 
us is not sufficiently definite to enable us to determine 
the actual average’ speed of trains engaged in live-stock 
transportation, but the record indicates that the speed has 
increased within the last five years. 

While the movement of live stock is heavy at some 
seasons of the year and light at others, and for this 
reason may be. termed periodic, it is not spasmodic, 
though additional employes are needed for the period 
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when the movement is heavy. The record leaves no 
doubt in our minds that the traffic is in many respects 
desirable. 

It was testified that cattle sometimes get down in the 
cars and that trains have to be stopped in order to re- 
lieve such situations; also that caretakers, when in charge 
of two or more cars, are carried free in coaches or ca- 
booses attached to the trains and are given free return 
transportation, but these conditions are not new; they 
have existed for many years. 

The record shows that switching expenses at termi- 
nals have increased, but it does not appear that such 
increases should necessarily result in increased rates to 
shippers. The application of the law relating to feeding 
and resting in transit is no more burdensome now than in 
former years. 

In the Cattle Raisers’ case, 11 I. C. C., 296, 328, it was 
shown that the empty stock-car movement on lines of 
the Union Pacific Railroad Co. for a period of 8 months 
amounted to 43.8 per cent of the total movement for the 
same period of both loaded and empty stock cars over 
the same lines. The record in this case shows that for 
the year ended June 30, 1913, the empty stock-car move- 
ment over the lines of that road amounted to 46.1 per 
cent of the total movement both loaded and empty. Other 
respondents do not show so high a percentage of empty 
movement. The average for the roads furnishing data 
on this subject is about 41.5 per cent. There is some 
contention that a part of this empty movement is east- 
bound, for which live-stock dealers are not responsible, 
but the extent thereof is not shown. 

From the evidence of record it appears that loss and 
damage claims on live stock have increased in amount 
since 1908, though such claims as to all traffic handled 
by respondents have decreased in that time. 

Relatively the expenditures for loss and damage 
claims on live stock are greater than the average of such 
claims paid on freight in general. There is scarcely room 
for doubt that by greater efficiency and care the amount 
of loss and damage on live stock could be reduced, but 
this would probably result in increased cost to the carriers. 

There was no attempt to distinguish these loss and 
damage claims as between interstate and intrastate traffic. 
The hazard is incident to the transportation of live stock 
generally. The claims on cattle are relatively greater 
than on sheep. One of the reasons for the increased 
amount of such claims is the increased value of live stock 
of all kinds, in consequence of which shrinkages in weight 
caused by delays or other untoward conditions in transit 
entail greater loss than when prices of live stock were 
lower. 

A table showing the average car-mile earnings by the 
Chicago & Northwestern Railway on live stock, the av- 
erage car-mile earnings on various other commodities and 
the average car-mile earnings on all carload freight, in 
cents per 100 pounds, for the years 1912 and 1913, was 
filed of record, supported by testimony as to its correct- 
ness. The table is as follows: 


1912, 1913, 1912, 1913, 

Commodity. cents. cents. Commodity. cents. cents. 
aa 16.97 16.65 Bituminous coal. 19.34 19.49 
ee 14.02 14.45 Petroleum ...... 26.69 29.53 
SE 1p ausitninrqre excl 10.75 10.34 BN § ha eca-neann 16.81 17.00 
0 ena 13.37 13.10 rs 19.94 21.82 
BE OER. sicccews 23.12 24.68 OO eee 19.37 19.31 


TE eatecaes 14.85 15.04 All C. L. freight 17.62 18.04 
Anthracite coal.. 18.29 19.29 


By a comparison of the earnings on live stock with 
the earnings on carload freight generally over the lines 
of the Chicago, Burlington & Quincy for the year ended 
June 30, 1913, it was shown that the total earnings on 
live stock amounted to $5,627,397. There were 169,429 
cars, and the earnings per car amounted to $33.21. The 
earnings on all carload freight for the same year amounted 
to $54,468,189. The total number of cars was 1,205,943, 
and the earnings per car amounted to $45,17. If the 
live-stock shipments had been excluded the total earnings 
would have been $48,840,792, the total number of cars 
1,036,514, and the average earnings per car $47.12. The 
average loading weight of live stock on the Burlington 
system was shown to be about 10 tons per car, whereas 
the average weight of all carload freight is about 26 tons 
per car. Other and similar comparisons were submitted 
in evidence, but the foregoing are, we think, sufficiently 
illustrative of the general situation. 
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The protestants point out that while the revenue per 
car on live stock is less than the revenue per car re- 
ceived from the average of all other carload freight, the 
weight of live stock carried is relatively still less. In a 
table presented by protestants to show car-mile earnings 
from live stock, the rates used show an average revenue 
of 13.3 cents per car per mile. 

Large portions of the former free cattle ranges of 
the West have been occupied by homesteaders in recent 
years, and the cost of producing cattle and sheep has 
considerably increased, though the production has de- 
creased in volume. Higher grades of stock are now 
shipped, however, and higher prices are obtained in the 
markets. Protestants urge that the raising of live stock 
should be encouraged, and that to increase the rates 
would tend to the opposite result. Respondents say that 
as the volume of the traffic has decreased the rates should 
be correspondingly increased. 


_ The evidence shows that ‘the labor cost of cleaning 
stock cars has increased in the last five years about 15 
per cent and in ten years about 22 per cent. A statisti- 
cian of the Santa Fe testified that the percentage of net 
to gross income had decreased each five-year period from 
1898 to the date of the hearing, which he accounted for 
on the theory of increasing prices for things purchased 
and higher wages and salaries than were formerly paid. 
Details of the increased cost of train crews per 100 miles 
were given by another witness as follows: 


Employes. 1903. 1914. Employes. 1903. 1914. 
Conductors 3 ....«- $3.00 $4.18 Engineers ....... $4.35 $5.40 
Brakemen ....... 2.00 2.78 WON ckrscceas 2.75 3.20 


What has been already stated applies as well to the 
rates from South Dakota. It is proposed to increase the 
rates from South Dakota 1 cent on cattle and 2 cents 
on sheep. The protestants contend that as the rates 
from South Dakota are relatively higher than rates on 
cattle and sheep in the general territory involved, a 
special condition obtains which requires a different con- 
clusion from that which might be justified as to the rates 
generally. In the southwestern part of South Dakota 
traffic of all kinds is light. Along the line of the Chicago, 
Milwaukee & St. Paul, for a distance of about 220 miles, 
the live-stock traffic amounts annually to probably less 
than 300 cars. It was testified by one of respondents’ 
witnesses that even under the proposed rates the earn- 
ings of the carriers serving this part of South Dakota 
would no more than meet their operating expenses. 


The rates from South Dakota are on a higher plane 
than in any other part of the territory involved, and the 
proposed rates are higher than those found reasonable 
in Investigation of Alleged Unreasonable Rates on Meat, 
22 I. C. C., 160, 177 (The Traffic World, Jan. 6, 1912, p. 3). 

The present interstate rates are higher than the in- 
trastate rates in the same territory, and it is urged that 
the proposed increases will only widen the spread be- 
tween the two. In their brief and argument upon this 
subject counsel for the shippers say: 


It is notorious that intrastate rates on practically all traffic 
are on a lower basis than interstate rates. Mr. Spens referred 
to an order of the Nebraska Railroad Commission which he 
said will cost the Burlington $500,000 to $750,000 annually. This 
amount, we believe, is somewhat exaggerated—railroad wit- 
nesses deal in superlatives when talking about costs and losses, 
ete.; but it emphasizes the widening tendency between the 
basis of the state-made rates and interstate rates. This is 
noticeable in live-stock rates. Going westbound, live-stock 
rates jump very rapidly after crossing the state lines of Kan- 
sas and Nebraska. Live-stock rates have been reduced 15 per 
cent in Nebraska in the last six or seven years, by the action 
of the legislature. 

The present charge per 36-foot double-deck car of sheep 
from Soda Springs, Idaho, to Omaha, a distance of 1,000 miles, 
is $138. Under the Texas commission scale the charge for 
transporting a similar car of sheep for 750 miles is $70.95, and 
if we add one-third, to make the mileage equal to the distance 
from Soda Springs to Omaha, the charge would be $94.50. Sim- 
ilar computations of state rates fixed by other state commis- 
sions show even a greater disparity. 

If the railroads are to be permitted to widen the present 
differences by increase in interstate rates, the time is not far 
distant when interstate traffic will be standing the most of the 
burdens of the railroad transportation and state traffic will be 
reaping most of the benefits. 


The incongruity between the intrastate rates and the 
present interstate rates is amply manifested by the evi- 
dence. 


An exhibit filed of record shows a comparison be- 
tween interstate rates from points in South Dakota to 
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Sioux City, Ia., with Iowa distance rates for substantially 


similar distances as follows: 
Fat Sheep, 
D. D. 


cattle, ’ 

To Sioux City, Ia., from— Miles. cents. cents. 
rn he Ng ae Sete aie 234 24.5 28.0 
ET I 0h 6d ew aw odiele dws he5 au oes 240 13.7 13.7 
I 55 a cal calcul wo mater rs iauatatle 382 28.5 22.0 
pe Re EE ER ee er 390 17.0 17.0 
I I Ts u:ciciieieie gz dals oles Raine“ 416 36.0 37.0 
TN ins 0k careemes ew dra ceemean 420 17.6 17.6 
a Se a Se ree rae 309 25.0 29.0 
SONNY 5 ogo abbenidiestaencssseeee 310 - 15.6 15.6 
RR MN i. es causes we aciiaesantede 359 27.0 31.0 
Re or rer re eer 360 16.5 16.5 
Disc tc bawnewe cs we baeds wedi 474 36.0 37.0 
Eee eee mre 480 18.8 18.8 
NE Oe icticisdavidebivakioies 418 32.0 38.0 
SOU GEO oiso6 sins 0 0ne.0'0 6059's 0K Ras 010 420 17.6 17.6 


It was testified that substantially the same situation 
as to interstate and intrastate rates prevails with regard 
to shipments from the same territory to St. Paul and 
Omaha. 

In judging of the propriety of new schedules, the 
Commission is charged with a broader duty than when 
simply passing upon the reasonableness of particular 
rates. 1915 Western Rate Advance case, supra. The 
incongruity between the proposed interstate rates and 
the intrastate scale is a circumstance which goes vitally 
to the propriety of the rates under suspension. To dis- 
pose of this issue it is necessary to have before us the 
facts and circumstances surrounding the establishment 
of these intrastate rates. The record, however, in this 
respect is insufficient. 

Upon a consideration of all the facts and circum- 
stances we are of opinion and find that the respondents 
have not established the propriety of the proposed in- 
creased rates. An order will be issued requiring the 
cancellation of the suspended tariffs. 

DANIELS, Commissioner, dissenting: 

I am unable to concur in the majority report in this 
case. In so far as the majority base their conclusion 
upon the claim that— 

The incongruity between the proposed interstate rates and 
the intrastate scale is a circumstance which goes vitally to the 
propriety of the rates under suspension. To dispose of this 
issue it is necessary to have before us the facts and circum- 
stances surrounding the establishment of these intrastate rates. 
The record, however, in this respect is insufficient— 
what is said in my dissenting memorandum from that part 
of the report in the 1915 Western Advance Rate case, 
supra, relating to live-stock rates is applicable here and 
need not be repeated. 

If, however, the principle upon which the majority 
report is grounded were correct, and not in conflict with 
the uniform practice of the Commission and directly in 
opposition to principles stated in unanimous opinions of 
the Commission, I should still be unable to concur be- 
cause the record does not, in my judgment, support the 
statement of facts upon which the majority rely as a 
justification for the application of this novel principle. 

The majority report says: 

The present interstate rates are higher than the intrastate 
rates in the same territory. 

The record shows, on the contrary, that the increased 
rates here under investigation are generally lower than 
intrastate rates. in territory comparable with that here 
affected. The respondents submitted comparisons of the 
proposed increased rates with rates on live stock estab- 
lished by this Commission in Investigation of Alleged 
Unreasonable Rates on Meats, 22 I. C. C., 160, hereinafter 
called the Oklahoma case. While the mileage scale pre- 
scribed in that case was not intended to be an ideal scale 
applicable to all cases, the transportation conditions there 
considered were not materially different from those dis- 
closed by the evidence in the instant case. These com- 
parisons show that the proposed,rates here under inves- 
tigation are in most instances lower than the mileage 
rates prescribed in that case. In Investigation and Sus- 
pension Docket 99, 25 I. C. C., 63 (The Traffic World, Nov. 
16, 1912, p. 742), we justified rates on live stock which 
were generally higher than those here proposed. 








————— 
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The scale prescribed in the Oklahoma case, supra 
is a composite of the Texas, Oklahoma and Kansas scales. 
This record does show that the intrastate rates in Iowa 
are lower than the interstate rates from South Dakota, 
but South Dakota and Iowa cannot be designated as the 
“same territory,” nor are they similar in the respects 
which determine the level of rates The report of the 
majority shows smaller increases from South Dakota 
than from the territory generally and further shows a 
very light density of traffic in that state, and that even 
with the increased ratgs proposed the carriers serving 
the part of South Dakota from which the increases apply 
“would no more than meet their operating expenses.” It 
must be remembered that this case proposes no increases 
from Iowa, and that intrastate rates in South Dakota 
are not shown to be either higher or lower than inter- 
state rates. While the Iowa intrastate rates to Sioux 
City are lower than the interstate rates from South Da- 
kota to Sioux City, there are shown of record facts pe- 
culiar to the transportation condition from South Dakota 
which justify higher rates in that territory. Rates on 
sheep from Idaho are higher than the Oklahoma scale, but 
no contention is made that they are higher than intrastate 
rates in the “same territory.” 

In Rates’ on Live Poultry in Western Trunk Line 
Territory, 32 I. C. C., 380 (The Traffic World, Jan. 9, 1915, 
p. 58), the Commission, in declining to accept the plea 
that interstate rates were already higher than intrastate 
rates, increased the interstate rates, and informed the 
parties thereto, including the respondents before us, that 
the relation of intrastate rates and interstate rates could 
be determined in a subsequent proceeding. Here, without 
warning of a change in practice, and after the carriers 
had presented their justification, the majority report de- 
nies increases not even asserted in said report to be 
unjust or unreasonable, thus deciding the case on an 
issue upon which the respondents have had no hearing. 

The majority report shows that, owing to reductions 
in state rates in Nebraska, there have been large re- 
ductions in the revenues of certain carriers. This fact 
does not concern some of the respondents, however, and 
is not material here because the increases are sought to 
be justified on grounds other than need of additional 
revenue. 

The record shows indubitably that the cost of the 
service of transporting live stock has in the last few 
years been largely augmented, and that the value of live 
stock having increased 40 per cent, the value of the serv- 
ice to the shipper is greater than heretofore. 


Because the majority opinion is based upon a novel 
and, I believe, untenable principle, and because were the 
position correct, the facts of record deny its applicability 
here, I am compelled to dissent from the conclusion “that 
the respondents have not established the propriety of the 
proposed increased rates.” 

Mr. Commissioner Harlan authorizes me to state that 
he concurs in the views expressed herein. 


ANTHRACITE COAL RATES TO CHICAGO 
AND OTHER POINTS 


(35 I. C. C., 702-705) 


Submitted Jan, 12, 1915. Decided July 30, 1915. 


Following Rates for Transportation of Anthracite Coal, 35 
I. C. C. 220, the proposed increase of 25 cents per gross ton 
on anthracite coal, ‘prepared sizes,’ from Penn*ylvania 
mines to Chicago, Ill.;: to points taking Chicago’ rates; to 
connecting points between eastern and western lines near 
Chicago, such as Joliet and Kankakee; and to the other 
connecting points, Peoria, East St. Louis and St. Louis, 
justified. 


1. AND S. NO. 458 





Cc. A. Eastman for Eastman-Barber Co.; L. A. Rutter for 
Chicago Coal Merchants’ Association; J. H. Henderson for Iowa 
Board of Railroad Commissioners and coal dealers of Iowa; A. 
D. Beals for Iowa Board of Railroad Commissioners; H. A. 
Taylor for Delaware & Hudson Co., Delaware, Lackawanna & 
Western Railroad Co., Erie Railroad Co., and other carriers; H. 
M. Griggs for New York Central lines, 


McCHORD, Chairman: 

The tariffs under investigation in this proceeding 
were filed by respondents to become effective May 20 and 
May 29, 1914, but were suspended by the Commission 
until March 17, 1915, upon the protest of dealers in anthra- 
cite coal in the city of Chicago and in the states of Iowa 
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and Nebraska. Subsequently respondents voluntarily sus- 
pended the operation of the schedules until July 17, 1915. 
The report in this matter was held up pending the report 
on the Rates for Transportation of Anthracite Coal, 35 
I. C. C., 220 (The Traffic World, Aug. 21, 1915), and the 
rates here involved have automatically gone into effect 
with the expiration of the suspension period. 

This investigation involves the reasonableness of the 
proposed increase of 25 cents per gross ton in the rates 
for transporting anthracite coal, “prepared sizes,’ all-rail, 
in carloads, from the anthracite mines in northeastern 
Pennsylvania to Chicago and Chicago rate points and 
to points of connection between eastern and western 
lines near Chicago, such as Joliet, Kankakee, Griffith and 
others, and to the other points of connection between 
such lines, Peoria, East St. Louis and St. Louis. 

The effective rates and the proposed increased rates 
per net ton and per gross ton from the mines to the 
points indicated are as follows: 


E fective rate. Proposed rate. 


Gross Net Gross Net 

Destination. ton. ton. ton. ton. 
Chicago and Chicago rate points. $3.50 $3.12 $3.75 $3.35 
US oi ct Gandeae eke eehces keer 3.75 3.35 4.00 3.56 
St. Louis and East St. Louis... 4.00 3.56 4.25 3.79 


The all-rail movement of anthracite coal to Chicago 
is annually about 2,500,000 tons, and the movement by 
water in 1913 was 1,083,712 tons. 

The proposed increases apply to all-rail shipments to 
points west of Chicago to which there are no through 
rates from Buffalo. Except to Mississippi River points, 
there are no through rates from Buffalo to points west 
of Chicago. The proposed increases do not affect the 
territory which extends from Chicago west to the Mis- 
sissippi River, south to St. Louis and Cairo, and north 
to Quincy, except a few points to which there are now 
through rates, such as Peoria, East St. Louis and St. 
Louis. To Quincy and to the Mississippi River cross- 
ings north, the increase of 25 cents applies. The rates 
to the lower Mississippi River crossings below St. Louis 
are not affected. 

Through rates are effective on all of the lines from 
the mines to Chicago and to Chicago rate points and to 
Peoria, East St. Louis and St. Louis. Of the through 
rates, $1.75 formerly constituted the division accruing 
to the Trunk Line carriers for the haul from the mines 
to Buffalo as opposed to the local rate of $2 on all lines 
for that haul. But to points intermediate to Chicago 
and to other points in Ohio, Indiana and Michigan, to 
which no through joint rates apply, the rate applicable 
is made by the combination of the local $2 per gross 
ton rate from the mines to Buffalo and the local or 
reshipping rate from Buffalo west to destination, by 
which combination there is brought about a _ freight 
charge of 25 cents a gross ton more to those points which 
commonly take the same rate as Chicago than the former 
joint through rate to Chicago. 

Anthracite coal is not sold f. o. b. at the mines, but 
at such a price per net ton in Chicago as preserves 
to the producer of coal the advantage of the 25 cents, 
so that the producer realizes more profit on the through 
shipments to Chicago than on the local shipments to 
Buffalo or on the through shipments to points between 
Buffalo and Chicago. The service at Buffalo is the same 
as to coal hauled to Buffalo consigned to Chicago at the 
proportional charge of $1.75 as to coal hauled to Buffalo 
consigned to points west in Ohio, Indiana and Michigan. 
The Pennsylvania Railroad Co. and its affiliated line, the 
Pennsylvania Co., hereinafter referred to as the Penn- 
sylvania, publishes no through rate via its Buffalo route. 
The Erie Railroad Co. and the Chicago & Erie Railroad 
Co., operating jointly, hereinafter together referred to as 
the Erie, maintain only one rate to Buffalo, which is $2, 
regardless of the destination of the shipment all rail. 
The Erie, since this proceeding was begun, established 
through rates of $3.50 from the mines to Chicago and 
$4 from the mines to East St. Louis and St. Louis via 
Buffalo and the Niagara frontier, not’ having heretofore 
published such a rate, but expects to file a tariff increas- 
ing these rates to $3.75 and $4.25, respectively, in line 
with the general policy of respondents, as disclosed on 
this record. The mean distance from the mines to Buf- 
falo on the Erie Railroad _is about 288 miles. From 
Buffalo to Chicago the short-line distance on that railroad 
is about 550 miles. 
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The record deals primarily with Chicago conditions 
and the rates to Chicago, because the protestants who 
appeared at the hearing were coal dealers either at Chi- 
cago or at points to which the rate is a combination of 
the rate to Chicago and the rate from Chicago to the place 
of destination. 


The entire increase of 25 cents is apportioned as 
compensation for that part of the through haul between 
the mines and Buffalo on shipments via Buffalo on the 
lines running to Buffalo, so that on such shipments car- 
riers will receiye no increase for that part of the through 
haul between Buffalo and the named points of destination, 
and the rate to Buffalo will be uniformly $2, regardless 
of the destination of the shipments. But as to shipments 
moving west, not via Buffalo, over the Erie or Pennsyl- 
vania railroads, which extend by their own rails from 
the mines to Chicago, the increase is necessarily appor- 
tioned over the entire mileage from the mines to Chicago. 

Respondents assert that they have proposed the in- 
creased rates in view of a complaint that certain dis- 
criminations against dealers and consumers of anthracite 
coal in Ohio, Indiana and Michigan have been created 
by the effective rates. Protestants admit the existence 
of the alleged discrimination, but insist that the only 
proper way to remove it is by a reduction of the rates 
to points in Ohio, Indiana and Michigan, as to which 
it is alleged that the Chicago rate is unjustly discrimi- 
natory, it being urged that the increased rates are un- 
reasonably high. 

This issue is determined by our finding in the Rates 
for Transportation of Anthracite Coal, supra, where a 
rate of $2 per gross ton was found to be reasonable 
for the haul from the mines to Buffalo. Nothing has 
been made to appear here that would warrant our re- 
quiring the Trunk Line carriers to accept less revenue 
on the transportation here involved than they receive 
on like transportation to the intermediate points in Ohio, 
Indiana and Michigan. Whether or not the rates under 
consideration are properly divided between the carriers 
east of Buffalo and those west thereof is a matter not 
raised on this record. 

The rates here involved have been justified. 

By the Commission. 


COAL AND COKE RATES IN SOUTHEAST 


—— 


1. & S. No. 569. (35 I. C. C., 187-203) 

BITUMINOUS COAL AND COKE RATES FROM MINES 
AND OVENS IN ALABAMA, ILLINOIS, KEN- 
TUCKY AND TENNESSEE TO MISSISSIPPI RIVER 
CROSSINGS AND VARIOUS JUNCTION POINTS IN 
TENNESSEE, MISSISSIPPI AND LOUISIANA. 


Submitted May 20, 1915. Decided July 22, 1915. 

1. Higher rates on coal to New Orleans and other lower Mis- 
sissippi River points justified.—Proposed increased rates on 
coal to New Orleans, La., Memphis, Tenn., Greenville, 
Natchez and Gulfport, Miss., Baton Rouge, La., and certain 
other points in Mississippi and Louisiana justified. 

2. Advances to certain Mississippi and Tennessee points not 
justified. Advances to Vicksburg from Illinois and Ken- 
tucky mines allowed.—Proposed increased rates on coal to 
Jackson, Vicksburg, Newton and certain other points in 
Mississippi and Tennessee not justified. Increased rates to 
Vicksburg from Illinois and Kentucky justified. 

3. Maxima prescribed for Meridian and other Mississippi points 
and Middleton and other Tennessee points.—Certain in- 
creases as shown herein to Meridian and other Mississippi 
‘points, and to Jackson, Middleton and other points in Ten- 
nessee, justified. 

4, Advances on coke allowed.—Increased rates on coke to Mis- 
sissippi Valley points justified. 

M. P. Calloway, W. A. Northcutt and Eugene McAuliffe for 
respondents, TT. K. Riddick for Memphis protestants. S. D. 
Weakley and J. L. Davidson for Alabama Coal Operators’ Asso- 
ciation. J. B. Rucker and W. M. Barrow for Baton Rouge 
Chamber of Commerce. George Butler for Mississippi Railroad 
Commission and commercial organizations of Jackson, Meridian 
and other cities and towns in Mississippi. E. M. Haynes for 
Mengel Brothers Co., Hickman, Ky. R. C. Butler for certain 
coal operators in southern Illinois district. Theodore Brent for 
New Orleans Joint Traffic Bureau. D. B. Sweeney for protest- 
ants at Paris, Tenn. 


CLARK, Commissioner: 

The tariff schedules involved in this proceeding, 
filed to take effect Jan. 1, Feb. 1, Feb. 2 and Feb. 10, 
1915, proposed to increase the rates on bituminous coal 
from mines in Illinois, Kentucky, Tennessee and Ala- 
bama to the various Mississippi River crossings, Hick- 
man, Ky., Memphis, Tenn., Greenville, Vicksburg and 
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Natchez, Miss., Baton Rouge and New Orleans, La. The 
same tariffs carried increased rates to Gulfport, Miss., to 
a number of junction points in Mississippi and Tennes- 
see. Among the more important of these junction points 
are Meridian, Jackson, Yazoo City, Columbus, Brook- 
haven, West Point, Winona, Starkville, Aberdeen, Col- 
umbia, Hattiesburg, Ellisville, Laurel, Lumberton and 
Tupelo, Miss., Jackson, Martin, Paris, Milan, Gibbs and 
Rives, Tenn. Increased rates on coke to points in the 
Mississippi Valley territory are also proposed. 

Protests against these tariffs were filed by the Ala- 
bama Coal Operators’ Association, the Mississippi Rail- 
road Commission and by various civic and commercial 
organizations at New Orleans, Memphis, Jackson, 
Meridian and other points. The proposed rates were 
suspended by the Commission to April 30, 1915, and sub- 
sequently until Oct. 30, 1915. 

In support of these increases the carriers urge, in 
general, the immediate necessity of revision and cor- 
rection of their rates on coal to all the depressed rate 
points in the Mississippi Valley, except in those in- 
stances in which rates are depressed by the actual 
competition met. The present rates to nearly all of 
these points are lower than those to intermediate 
points, and the carriers can not assert the right to 
continue rates:to the river points or junction points 
which are lower than competition requires while con- 
tinuing higher rates to intermediate points. All of 
the applications for relief from the provisions of the 
fourth section of the act with regard: to these coal 
rates have been heard, and their disposition awaits 
the decision of this case. Should it be here found 
that the present rates to most of these depressed 
rate points are reasonable, and the proposed increases 
are not justified because resulting in unreasonable 
rates, these applications, in the main, must be denied. 
In other words, if the lower rates now in effect to 
depressed rate points are reasonable per se, we can 
not authorize the maintenance of higher rates to in- 
termediate points. 

We shall discuss separately the facts shown with 
respect to the rates to the several Mississippi River 
crossings. 


New Orleans, La. 


This is the largest city in the south; situated 
near the mouth of the Mississippi, River, and supplied 
with coal from various sources. It is an important 
market for coal, consuming on land more than 1,000,- 
000 tons, and supplying to ships in the harbor some 
850,000 tons each year. The river coal which comes 
down the Mississippi River from Pittsburgh, Pa., or 


— to New Orleans is divided about as fol- 
ws: 


TOE CONOR Ps soos ik tee i el es eon ace 
Monongahela Coal Co. (western Kentucky coal). ........1200°000 
West Kentucky Coa! Co. (western Kentucky coal)........ 150,000 
This tonnage is distributed about as follows: 
Domestic use in New Orleans NN ba 5 sven sustesus Ten00 
NE Optoma epee yt et oe ES oink Shi) ate ie 650.000 
Texas & Pacific Railway Co. fuel.................2.00.. 885/000 
Shipped west of New Orleans. ..iésiecscccccc<cnsececccaen, 125,000 


Some 20,000 to 30,000 tons of Alabama coal has 
come to New Orleans, down the Warrior and Alabama 
rivers in barges, thence via the Gulf of Mexico and 
Lake Borgne Canal. The mines served by the differ- 
ent railroads in Alabama are divided into groups, and 
the rate from nearly all of these groups to New Or- 
leans is at present $1.25 per ton. There are, how- 
ever, a few of these groups from which the rates to 
New Orleans are 5 and 10 cents higher than that just 
named. Except as otherwise noted, rates are stated 
herein in dollars and cents per net ton. 

The following table represents the rate situation: 


To New Orleans, La., from— Rates. 
Southern Railway groups 1, 2, 3, 4, 5 and 11 in Alabama...$1.25 
Southern Railway group 12 in Alabama...........cccccccece 1.30 
Southern Railway group 13 in Alabama.............cccceee 1.35 
Illinois Central mines at Brilliant, Ala..................... 1.25 
Mobile & Ohin mimes it AlGDORIG ss o6.céccccccncvcdccccséicese 1.25 
Louisville & Nashville mines in Alabama.................. 1.25 
ee I, Pe Bio 06:84 0-060 0. 64 :hi.0 b.0'w bod Raced dan eeae 1.25 
Be a rere ee ens eo ens 1.50 


The suspended schedules propose to increase the 
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rates to New Orleans 15 cents. The Louisville & 
Nashville Railroad, one of the principal carriers of 
coal to New Orleans, transported to that point during 
the calendar year 1914, 465,619 tons from Alabama 
mines. It may be fairly concluded from the testimony 
that very nearly all of the rail-borne coal consumed 
in New Orleans proper comes from Alabama mines, 
and has been transported under a rate of $1.25, which 
the suspended tariffs would increase to $1.40. 

No increase is proposed in the rail rate appli- 
cable to bunker coal, and, in the judgment of the 
traffic officers of the railroads, any increase in this 
rate would divert from the railroads the small part 
of the bunker coal that they now haul. This judg- 
ment was supported by the testimony of a witness 
on behalf of the New Orleans interests. Some differ- 
ence of opinion is expressed as to how the rate on 
bunker coal should be published, in order to insure 
its application only to the coal, which eventually goes 
into the bunkers of ships. One carrier proposed to pub- 
lish the same rate on all coal, but to provide in the 
tariff for an absorption of 15 cents per ton ol all 
coal sold to ships in harbor for bunker purposes. Other 
carriers proposed to publish the $1.25 rate applicable 
to bunker coal. 

One of the witnesses on behalf of the New Orleans 
interests contended that the publication of the $1.40 
rate on coal for city use and the $1.25 rate on coal 
for harbor use would result in discrimination against 
users of coal in New Orleans. Although in former 
years the river-borne coal practically occupied the field 
for consumption both on land and in the harbor, the 
coal used on land now nearly all comes by rail, while 
approximately 80 per cent of the coal for harbor use 
comes via the river. It is clear that it costs much 
more than 15 cents per ton to deliver coal from the 
ears into the bunkers of ships. It probably costs from 
35 to 50 cents per ton. It may be that the rail lines 
can not haul any considerable quantity of bunker coal 
to New Orleans at a rate higher than $1.25, for they 
now haul at that rate less than one-fourth of the 
bunker coal. It may be that they .can retain the 
land business at a rate higher than $1.25, for at that 
rate they have taken practically all of the land busi- 
ness away from the water lines. They must, how- 
ever, choose that rate on coal to New Orleans, which 
they deem to be to their best interests. They may 
not make rates dependent upon the use to which 
the commodity is to be put. In the Matter of Re- 
stricted Rates, 20 I. C. C.. 426 (The Traffic World, 
April 1, 1911, p. 547), Interstate Commerce Commission 
vs. Balt. & Ohio R. R., 225 U. S., 326. There is no 
more justification for a lower rate on coal used for 
fuel on the boats than there would be on coal for use 
on the railroads. The rate to New Orleans on coal 
moving beyond in transportation may, of course, be 
less than that on coal having destination at New Or- 
leans. But, having named a rate to New Orleans, the 
carrier may not concern itself as to the use that is 
made of the coal. 

The establishment of the $1.40 rate to New Or- 
leans may result in turning some of the land business 
back to the river lines. Even should the increase in 
this rate result in less coal being hauled by the rail 
lines, we should not on that account restrain the car- 
riers from increasing the rate if the increased rate is 
reasonable. The present rate of $1.25 from Alabama 
was established in 1901. Prior to that time the rate 
had been from $1.60 to $2. The total movement of 
coal from all sources to New Orleans at that time 
was about 1,500,000 tons, of which about 1,000,000 tons 
came by the river, and 300,000 tons from Alabama by 
rail to Greenville, thence via barge to New Orleans 
at a rate of $1.20. The total all-rail movement was 
only about 200,000 tons, of which the Louisville & 
Nashville handled 75,000 tons. The route via Green- 
ville had been in operation for about one year prior 
to 1901. The establishment of this rate via Green- 
ville, and the movement via that route probably formed 
something of an object lesson to the railroads as to 
what rate would be effective in enabling them to se- 
cure a greater proportion of this business. In estab- 
lishing the rate of $1.25 to New Orleans, the Louis- 
ville & Nashville made it applicable to intermediate 
points, for the reason, as stated by its witness, that 
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the fuel used at the intermediate points was largely 
wood, which was convenient and cheap, and the rail- 
road thus sought to displace in part the use of wood. 
All of the other rail lines serving New Orleans under 
this rate, although some of them are shorter than the 
Louisville & Nashville, carry higher rates to _ inter- 
mediate points. 

It is clear that the present rate on coal from Ala- 
bama to New Orleans was established to meet the 
actual forceful water competition then and _ still exist- 
ing. The suspended rate of $1.40 must’ be condemned 
or justified upon the testimony furnished as to its 
reasonableness. The rates from Illinois and Kentucky 
were established to meet the competition of river coal 
and the competition of the various carriers serving the 
Alabama mines. The present rate is $1.50, and the pro- 
posed rate is $1.65. The average distances to New Orleans 
via the several lines from the various producing points 
in Alabama are here shown: 


Miles 
Southern Railway groups 1, 2, 3, 4, 5 and 11............... 418 
OE RE SEES Srv Seine ye nr 432.4 
ee ee eS et re en ee 338 
I SU ee onan coal nile ghd lara gelGemte acai eace 441 
I re ratte wot pais ao tach Tec esdianics obs ik 6s GA aD eG 462 
Illinois Central mines at Brilliant, Ala.............cccceeee 409 


The maximum haul is that from the Frisco group 
1, of 542 miles, and the minimum haul is from Ala- 
bama Great Southern group 2, 327 miles. The aver- 
age haul via the routes used of all the Alabama coal 
on which the rate of $1.40 is proposed is approxi- 
mately 393 miles; that from the Illinois fields is 640 
miles; and that from the Kentucky fields, 649 miles. 
Taking the average haul from Alabama as 393 miles, 
and from Kentucky and Illinois as 645 miles, the rates 
of $1.40 and $1.65 are compared with many other rates 
in other parts of the country, as follows: 


RATES PRESCRIBED BY THE RAILROAD COMMISSIONS 
OF SOUTHERN AND OTHER STATES. 


Dis- 
State. tance. Rate. 
; a Railroad. Miles. Cents. 
Georgia commission...... Western of Alabama.... 390 290 
Florida commission......: Atlantic Coast Line; Sea- 
board Air Line........ 390 237 

ene MONEE: =. 5: «oqo 'auw Wenmaaniled oineeiia eee ae Swe s 370 195 
Virginia...................Norfolk & Western..... 390 225 
SO Teer ee — ll YS 270 220 
Arkansas: 

RR cet ge ee ile I te a te eae 390 245 

ee GUE CY IO aie so o.als oon 5.0 6:55:06 c-0ecsrmebies 390 270 
Kansas: 

SRE ae era ae ee ee eee 390 200 

ee I UN Io i inc 5.5 6.0.4 ook nsneuennalee 390 220 
en RE. I a ioc w Sw Bhd md loam bhacwlangiar 390 139 
acme a te aid Gd. gruee Sawaal a aeda aoa eahbxhe 390 215 
I aegis aie ie ens gi Ua cab 3% Gua e goa al ata 390 226 
SEN. Soing ox accina aaat-sey vind naaran palebik a a ones e eens 390 226 
Texas: 

I i ce a ieee ete ih ig Wee pels acme tiie al wlan 390 213 

PT ene 390 223 


As examples of rates to competitive points, the fol- 
lowing are cited: 
Miles. kate. 
From Southern Railway group 1 in Alabama to— 


I, hk Win 6 hahha bo. wield ane Satna enidaadwaree 161 $1.20 
I, a aie taesbctg’ io dg a Gon Meare ukeet hat whderw at wail mses 333 1.95 
STE. on ot olen casas arnke ceed cid enna 267 1.75 
ES OO ke sic wiae wisic dh wk ik Oo otemce meee 431 1.85 
ia ge Oats wg) gee WGA kOe RED RAR OOS 468 1.85 
EE cra de ce vn ase a mieesaesdancaeees 493 1.90 
I NS Res 6 6 sy dita Guide ee wal dae ae eee 247 1.65 
et OS ncaa aeseae eased wr akaessawr nea 233 1.25 
I Ss Mahia eee eine pele bain de glace 471 2.10 
From Thurmond, W. Va., on the Chesapeake & Ohio, to— 
I NS = ei cer he ange Biase ica eat aie Sa a aaa 430 1.50 
I I bs 5 hy Schnee pica Wistpncnclolw asd asdisale x alaleatae 346 1.50 
DO: MM. fs aie cS eo amhieleh eae weed esakews 194 1.50 
I 5 oak ging igre mua nels © whine Race eens 171 1.40 
ci deobes abansedoketaedwnacs 183 1.40 
TE, | SO re eT een 210 1.40 
From Pocahontas, Va., on the Norfolk & Western, to— 
See ars Sere re eee 357 1.50 
CE. WE TG, kc ad bccicndewseiesasimeweiaion 328 1.50 
I S| rial eel dr dW a/gkec oer ahaeee ded ake ORG aw eee 375 1.50 
Lygnenbereg, VB. ....se- ain siasiltn lc ied asia races aie 171 1.50 
db dhabstedca Pin aiciawuioa hein ae oedaaes 352 1.50 
From Clearfield, Pa., to— 
SM IS ac crig Geb oe boaigaiaiacarp ia Sieh eenGon 289 1.53 
I rg Saha ahk lad akan: uranic aewelalea aan Rel 158 1.17 
I 2 6 6 gc tras po ice asdses aie. Sine tw Dhani 262 1.44 
I ES OE ak snc a: worx'oip bik. eas clon eves Rie 343 1.66 
SR EE SE, Sha dkbesxcdaesd ohare beembeees 294 1.57 
Se A, ee ncaa ce eigne tent senle siennens ons 289 1.66 
NS EE LO PO TE 211 1.35 
i i ons cckieun sake eh eleen Garena iets 242 1.44 
I, OS acacia cégesesee Sewewes ou 194 1.44 
QE. SE. a AK ee sA Se cerdcosbnbceetscnsseneee 394 1.71 
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From Fairmont, W. Va., on the Baltimore & Ohio, to— 
Indianapolis, Ind. 399 
Ft. Wayne, Ind. 

Chicago, Ill. 

Terre TRAUES, BGs wc cece ssccccstoccccseccossds 
Lansing, Mich. 

Detroit, Mich. 


Many decisions of the Commission are cited show- 
ing the establishment of rates on coal for distances of 
from 100 to 500 miles, among which are the follow- 
ing: 

From— iles. Rates. 
Jewett, Kan., to Kansas City, 9 
Mineral, Kan., to Freeman, Mo 
Castroville, Iowa, to Albany, 

Carbon Hill, Ala., to New Albany, Miss 

Kenova fields to Rardon, Ohio 

Panama, Ill., to Burlington, Iowa 

Panama, Ill., to Fort Madison, Iowa 

Panama, IJl., to Keokuk, Iowa 

Illinois Central west Kentucky mines to Nash- 

WS EE ol LOO bc caihe pa uaweeoen ee ease eee 108.5 
Nashville, Chattanooga & St. Louis mines to 

Nashville, Tenn. 

Pittsburgh district to Youngstown district 

Carbon Hill mines, Ala., to Memphis, Tenn 

Illinois Central Railroad mines to Memphis, Tenn.272 
East St. Louis, Ill., to Omaha, Neb 413 
Clearfield district, Pa., to South Amboy, N. J 
Herrin, Ill., to Grenada, Miss 

Pocahontas district to Winston-Salem 


A large number of rates on coal that have been 
established or approved by the Commission to points 
in western states are cited that are not fairly com- 
parable with rates from the Alabama mines to New 
Orleans. Among the rates cited, however, there are 
many that seem to be fair comparisons, which in- 
dicate that the proposed rate of $1.40 from Alabama 
mines to New Orleans is not relatively unreasonable. 


Witnesses on behalf of New Orleans urged that 
business conditions in New Orleans are generally de- 
pressed on account of the war in Europe, and the con- 
sequent lack of a market for cotton, lumber, and other 
articles ordinarily exported or transhipped from that 
city; that the time is not opportune for an increase 
in freight rates, particularly on coal; that by the es- 
tablishment of the $1.25 rate from Alabama mines 
the carriers had offered an inducement to industries 
to so locate and equip as to depend upon the rail- 
borne coal, and that to increase the rate at this 
time is to put upon these industries an increased bur- 
den which they are not willing to bear, and against 
which they have no remedy. The testimony of all 
of these witnesses indicates that they feel they would 
not be able to supply themselves with coal from the 
river at any lower rate than that which the rail car- 
riers propose. One witness on behalf of New Orleans 
shippers urged that the rate of $1.25 is reasonable 
as compared with the rates on other traffic. He called 
attention to car-mile and train-mile earnings on this 
coal, showing that since the establishment of this rate, 
by the use of larger cars, heavier engines, and larger 
trainloads, both have materially increased. The ton- 
mile earnings on coal to New Orleans are compared 
with the ton-mile earnings on coal from mines in 
Illinois and Indiana to Chicago, as follows: 


Aver- Ton- 
age Pro- mile 
dis- posed earn- 
tance. rate. ing. 
From— Miles. Mills. 
Alabama mines to New Orleans, La...... 393 $1.40 3.5 
Points on IJlinois Central Railroad, Decatur 
to Centralia, inclusive, to Chicago, IIl.... .82 4.3 
Illinois Central Railroad mines, Lynchfield 
to Glen Carbon, inclusive, to Chicago, III. .87 3.4 
Illinois Central Railroad mines, Tamaroa to 
Marissa, inclusive, to Chicago, Ill 97 3.2 
Illinois Central Railroad mines, Christopher 
to Murphysboro, inclusive, to Chicago, Ill. 339 1.05 3.1 


He asserted that the absorption of terminal charges 
on the part of the coal-carrying lines to Chicago 
amounts to 19 cents per ton; that the ton-mile earn- 
ings on this traffic should be computed by subtracting 
this 19 cents from the rate, -and dividing the remain- 
der by the distance; and that the terminal cost at 
New Orleans is but 4 cents per ton. 

Testimony was offered on behalf of the Alabama 
Coal Operators’ Association, tending to show the _ de- 
pressed condition of the coal business and the weak- 
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ness.of the present market conditions. The total an- 
nual production of these mines in Alabama is from 
12,000,000 to 17,000,000 tons, of which nearly 1,000,000 
tons finds its market in New Orleans. The operators 
asserted that their sales agents found great difficulty 
in disposing of the output of coal; that the mines 
were running at half capacity or less; that many mines 
were being kept open simply for the purpose of fur- 
nishing a living for their employes; that, although 
the increase proposed to New Orleans from Alabama 
was the same as from Illinois and Kentucky, and al- 
though, as shown, the Alabama coal dominates the 
market in New Orleans proper, any increase in this 
rate would have the effect of diminishing the use of 
Alabama coal in New Orleans, as the users of coal 
at that point would undertake to find other sources 
of supply. They called attention to the testimony on 
behalf of the carriers to the effect that if the in- 
crease in this rate from $1.25 to $1.40 should have 
the effect of depriving the Alabama coal operators of 
their market in New Orleans and result in New Or- 
leans supplying itself in considerable part with coal 
from other sources, the roads would give serious con- 
sideration to reducing the rate to a point low enough 
to restore this traffic to the rail lines. Some of the 
coal operators in Alabama are so located as to be able 
to reach the Warrior River with their output, and the 
recent construction of the upper lock of this river has 
backed the water up to within reach of many mines 
which previously were not accessible to water trans- 
portation. The majority of the mines in Alabama, how- 
ever, are not able to avail themselves of water trans- 
portation, and if transportation on the Alabama and 
Warrior rivers should develop so as to bring any great 
amount of this coal to New Orleans by water, the 
railroads serving the mines not accessible to the water 
routes ‘would be obliged to reduce their rate or see 


the mines on their lines shut out of the New Orleans 
market. 


The testimony of the railroad witnesses is that 
the proposed increase to New Orleans has been. made 
only after careful investigation of the competition from 
the river-borne coal from Pennsylvania and Kentucky 
fields, and also of coal from Alabama via the Warrior 
River. The barges on which coal is brought down the 
rivers to Mobile are not suitable for use in the Gulf of 
Mexico. Coal must be unloaded at Mobile from the 
barges into ocean-going vessels. Some coal has found its 
way to New Orleans by this route. This competition, 
however, has not been serious so far as coal for New 
Orleans is concerned, but it is a strong factor in con- 
trolling the rate to Mobile. which it is not proposed to 
change. 


The reasons advanced by the Alabama Coal ‘ Oper- 
ators’ Association, and by the users of coal at New 
Orleans why this increase should not be permitted at 
this time might perhaps appeal to the traffic managers 
of the railroads. Our duty, however, is to determine 
whether under all the circumstances, the proposed rates 
are reasonable or unreasonable. On this question there 
can be but one conclusion. The proposed rates of 
$1.40 from the Alabama mines and $1.65 from the 
Illinois and Kentucky mines can not be considered 
unreasonable as judged by comparisons with rates from 
the same mines to points in Georgia; with rates from 
the Coal Creek, Tenn., mines to all territory reached 
by the railroads serving these mines; with rates from 
the Clearfield district in Pennsylvania; or with rates 
in central freight asociation territory. Even the rates 
to Chicago from points in Illinois and Indiana are not 
materially lower than the proposed rate from Alabama 
mines to New Orlans, distance considered, and it must 
be remembered that Chicago is reached by railroads 
serving many coal mines in Illinois and Indiana, and 
also by water carriers carrying coal from Ohio and 
Pennsylvania mines. Respondents have justified as 
reasonable the rates of $1.40 from the Alabama mines, 
and of $1.65 from the Illinois and Kentucky mines to 
New Orleans. 

Memphis, Tenn. 


This city lies on the east bank of the Mississippi 
River, about 400 miles north of New Orleans. It is 
supplied with coal by rail from mines in Illinois, Ken- 
tucky, Tennessee and Alabama, and with coal which .- 
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comes down the river in steamboats or barges from 
Kentucky and Pennsylvania. The consumption of coal 
at Memphis aggregates over 1,000,000 tons per annum. 
The rail rate from nearly all of the mines in Illinois, 
Kentucky and Alabama to Memphis is $1.10 per ton. 
The following are the rates and distances to Memphis 
from the various coal fields: 


Increased 
sus- Aver- 
Present pended age dis- 
From— rate. rate. tance. 
Illinois Central mines: Miles. 
DE! irks. + bwicidia + oe Hea mae we 00d Ke $1.10 - $1.25 246 
i i iia hae attain ema gaia 1.10 1.25 272 
Alabama, Brilliant group via St. 
Louis & San Francisco R. R..... 1.10 1.25 199 
Louisville & Nashville, Kentucky mines: 
TEMOTEO. GHVINIOR, «2 cicscvccccvess 1.10 1.25 283 
ty Ye = RR ee 1.10 1.25 268 
i ee  -.  diecerebes ses awceie sce Beate 278 
Nashville, Chattanooga & St. Louis mines: 
Tennessee, interstate .............+. 1.25 1.35 387 
ee ete os a male won eee eae ae 368 
Southern Railway mines: 
Group 1, Via BREMEG......cccccccce 1.10 1.25 285 
Group &, Vidi MNO. ...cccccccccss 1.20 1.35 328 
ees SSO ae 1.10 1.25 271 
Coreen 4, Wi BGTOI. . nc ccc cccceses 1.10 1.25 249 
Group 5, via Sheffield............... 1.20 1.35 321 
Group 21, Pick. GROMION. <2. ccccccen’ 1.10 1.25 233 
Group 12, via Sheffield.............. 1.10 1.25 220 
Group 13, via Sheffield.............. 1.10 1.25 197 
Mobile & Ohio mines in Alabama...... 1.20 1.35 301 
St. Louis & San Francisco mines: 
ETE ic ok 6 s-eSS40S ss REASEEAS CES 06 1.10 1.25 195 
ES ee rr ee errr errr 1.20 1.35 225 
SOR ccrensacaeaetae essen 1.20 1.35 239 
Alabama Great Southern mines: 
Graeme 3, Wi PeRsODecccccdcticccsoss 1.10 1.25 251 
Group 2, via Southern Railway..... 1.20 1.35 322 
Miles. 
Average distance from Alabama mines to which rate of 
CR NE ccc dd Cesecdedececanser candseganceteseeRes 233 
Average distance from Alabama mines to which rate of 
8 [,  " gpa errr rer rrr roro rrr rt rer 275 
Average distance from Illinois and Kentucky mines to 
which rate Of $1.26 applies. .....cccccceccccccccccce-e 268 


From 1888 to 1901 the rates from these $1.10 
groups varied between $1.10 and $1.40. In July, 1901, 
a struggle began between the carriers serving the Ala- 
bama mines and those serving the Kentucky and Illi- 
nois mines, due to the insistence of the Alabama car- 
riers that the rates from Alabama points to Mem- 
phis should be less than from Illinois and Kentucky 
mines. The lines serving the Kentucky and Illinois 
fields resisted this policy, and during the course of 
the resulting rate war the rates reached a minimum 
level of 45 cents. October 26, 1901, peace was de- 
clared, and the rate of $1.25 was established from all 
of these fields. This continued in effect until August, 
1902, when it was reduced to $1. This $1 rate con- 
tinued in effect through nearly all the period from 
August, 1902, to April 1, 1911, when it was increased 
to $1.10. Neither the rate of $1 nor the rate of $1.10 
was Observed as maximum at intermediate points by 
any of the lines. Applications were filed protecting 
these departures from the fourth section. These ap- 
plications have been heard, and at the hearing the 
carriers asserted that they did not consider that the 
rate of $1.10 is necessitated by the competition now 
existing, but that they did consider that the com- 
petition necessitates a rate not exceeding $1.25. 

The suspended tariffs have the effect of correct- 
ing all fourth section departures in the rates to Mem- 
phis via the Frisco, which is the shortest line from 
the Alabama fields reaching Memphis over its own 
road. The suspended rates also have the effect of de- 
creasing the discrimination against intermediate points 
via all lines. It is alleged that the rate of $1 es- 
tablished in 1902 was the result of an exaggerated es- 
timate of the probable effect of the effort on the 
part of oil producers in the territory west of Mem- 
phis to market oil in Memphis for fuel purposes. This 
fear lasted but a short time, but, as stated, the rate 
was continued for eight or nine years. 

Protestants allude to the long standing existence 
of the $1 rate as tending to show that it was satis- 
factory to the carriers, and must have been considered 
fairly remunerative. In this instance the fact that 
the rate to Memphis was reduced to a level far be- 
low the measure of rates to intermediate points in- 
dicated either a desire to meet a competition at Mem- 
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phis, actual or imaginary, or to unduly prefer shippers 
at that point. However that may be, we said in Scrap 
Iron Rates between Duluth, Chicago, etc., 28 I. C. C., 467, 
470 (The Traffic World, Nov. 29, 1913, p. 998): 

The extent to which the carrier shall lower its rate to meet 
anticipated competition is a matter primarily for its decision, 
and should it later raise the rate the sole question for our 
determination is whether that increased rate is just and reason- 
able for the service performed, and not whether the carrier 
should be compelled to keep its rates on a probable unremunera- 
pon basis upon which it voluntarily put itself to meet special 
conditions. 


The rates on coal to Memphis or New Orleans 
maintained under the stress of competition that existed 
at those points is of no controlling weight in determin- 
ing what is a reasonable rate to such points, in the 
face of the fact that these rates have been materially 
lower than the rates to other points in the same ter- 
ritory at equal or less distances from the mines. 

In 1885 the Louisville & Nashville Railroad Co. 
established a coal agency at Memphis, which was 
maintained for about 17 years, for the purpose of pro- 
moting the sale of Kentucky coal in Memphis. Coal 
was purchased from the operators in Kentucky at the 
lowest available price, and was sold at Memphis in 
competition with the coal brought down the river. The 
cost at the mine and the agency and selling expenses 
were deducted from the gross receipts for the coal 
sold, and the remainder constituted the compensation 
received by the railroad for transporting the coal. This 
compensation averaged, through all the 17 years, $1.259 
per ton. It thus appears that a rate of $1.25 uni- 
formly maintained would have fairly met the water 
competition existing during that period. 

The question -now before us is not, however, 
whether the rate of $1.25 is low enough to hold to 
these rail lines all the coal traffic they now have, 
but whether or not the proposed rates are reason- 
able. We have seen that the nearest mines from 
which the $1.25 rate is proposed are in Frisco group 
2, 195 miles, and the farthest in Southern Railway 
group 1, 285 miles. The average distance from all 
these mines in Alabama is 233 miles; that from the 
mines in Illinois and Kentucky, 268 miles. The dis- 
tances from the nearest three groups of mines, are: 
From Southern Railway group 12, 197 miles; from 
Illinois Central mines at Brilliant, 199 miles; from 
Frisco group 2, 195 miles. It might fairly be said 
that from these three important mine groups the rate 
should be no higher than is reasonable, all circum- 
stances considered, for 200 miles. Rates for 200 miles 
eg southern territory and in other states are as 
ollows: 


Georgia scale, Western Ry. of Alabama................ceee. $1.70 
| a Se S| ee ee SS eee ere ae 2.17 
EE ET ae 1.41 
Virginia scale, Chesapeake & Ohio Ry.............cceceuee 2.05 
Virginia scale, Norfolk & Western Ry..................... 1.90 
Mississippi scale, Mobile & Ohio R. R..........cccecccccee 2.00 
Alabama scale: 
ne er ae ee ae ee eS 1.70 
NM eo a aca re a os ed ep hheae tin Wa cank co bE 1.45 
in aielinle 5's hale ob lary nvr we Ge Ab bEL aie en a wa 1.60 
Illinois scale: 
I lat eae a ad ata a iN os hn al 1.10 
NE MNS orc cca kp er Gerth a ound a ioce I Wee Bao 1.15 
MN dla 5 og ces sacs aonb ShickNid blasIolaratmias Seoaaras Basal 1.50 
a rr a ene 1.57 
SD ia cans odie ng ic ineh sak cee wes cues aaa 1.54 
Texas scale: 2 
I a a aca pt ane a us were. avai ocanaia sik bina Mae Soke 1.45 
NE MI Saas alae cared: GqiciG sini te Rena wae sista Pon 1.30 


Many examples of rates to cities in this and 
other territories are cited, among which are the fol- 
lowing: 


From— Miles. e. 
Belspring, Va., to Lynchburg, Va., via N. & W.... 100 Per 
Pocahontas, Ww. Va., to ROanoke, Va., via N. & W. 111 1.30 
Cc onemaugh, Pa., to Rochester, Pa., via |, re 105 1.25 
Caryville, Tenn., to Spartanburg, Ss. C., via South- 

oe EE ae AIA te a ears 237 1.85 
Thacker, W. Va., to Christianburg, Va., via C. 

ee ree ey a ee ee ee ee ee 162 1.40 
Pocahontas, W. Va., to Lynchburg, Va., via N. 

SRE Se AS Sy SG ER hs 164 1.50 


Southern Ry., group 3 in Alabama, to Americus, 
es TON SN 6. aad. dbo 84. 0dled ee etapoeas- 240 1.75 
ae Ala., to Atlanta, Ga., via South- 


nn inte alike alan a Ra aden dna eaibme dwt etek se pate 161 1.20 
Whiteside Tenn., to Social Circle, Ga., via N., 

Cc. & ae do ca ale urd la ale heb ade hee aes 200 1.85 

Birmingham, Ala., to Columbus,.Ga., via C. of Ga. 157 1.30 
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L. & N. group 2 to Cedartown, Ga..........e.eee 145 1.15 
L. & N. group 1 to Columbus, Ga.........--sesees 181 1.30 
Southern Ry. group 1, Macon, Ga...........e+eee. 247 1.65 
Clearfield, Pa., to Harrisburg, Pa.........ceccceee 158 1.30 
Cleared, Pa, to FORE. PGes occccis cc cdwcccese cies 185 1.50 


The carriers also rely upon many rates on coal 
prescribed or approved by the Commission, among 
which are the following: 


From— Miles. Rate. 
Middlesboro, Ky., to Bristol, Tenn.............-- 180 $1.20 
Coal Creek, Tenn., to Spartanburg, S. C......... 235 1.85 
Panama, Ill., Fort Madison, Iowa............cece- 198 1.00 
L. & N. west Kentucky mines to Nashville, Tenn. 108% .80 
N., C. & St. L. west Kentucky mines to Nash- 

MNO, ~ sa chdanal draica\sadal won ah at ateai Gai ese naira: Feta ee 140 .80 
Illinois Central west Kentucky mines to Nash- 

TR pee Oe aes a 167 1.00 
Jeiiies, Tent., to Lebanon, Thy << occciccecccesss 172 1.20 
Big Stone Gap, Va., to Lebanon, Ky............-. 246 1.30 
Stonega, Va., to Lebanon, Ky......-cccccecccecesces 256 1.40 
L. & N. west Kentucky mines to Mount Pleasant, 

| eR Pe ee Re ry err tree Cee 170 1.40 
Focahontas district to Martinsville, Va........... 195 1.80 
Birmingham, Ala., to Cordele, Ga........--+.eseee- 253 1.70 


Testimony has been offered showing the expense 
of assembling the coal at the mines. This assembling 
cost evidently forms a considerable portion of the cost 
of the transportation, but it is not clear that it is 
any more in connection with the mines in Alabama, 
Illinois or Kentucky than it is in the other coal-min- 
ing districts. The mines on the Illinois Central in 
Alabama are on a disconnected piece of line, and the 
coal from these mines reaches Memphis via a_ two- 
line haul. The Southern Railway group that is near- 
est to Memphis is reached via the Northern Alabama 
Railway, also necessitating a two-line haul. 

The protestants at Memphis strongly urge that the 
increase in these rates will be an additional burden 
upon their indusiries, and that the entire Mississippi 
Valley, Memphis included, is passing through a period 
of acute depression. The rates, however, to much of 
this Mississippi Valley territory, and to Memphis in 
particular, are materially lower than the rates to the 
territory south and east of the Alabama mines. The 
proposed rates to Memphis are lower than the usual 
rates for like distances all over the southeastern ter- 
ritory. The carriers have justified the proposed rates 
to Memphis. 

Greenville, Miss. 


This place is on the Mississippi River, about 150 
miles south of Memphis. The present and proposed 
rates from Alabama, Illinois and Kentucky mines to 


Greenville are as follows: 
Present Proposed 


From— rate. rate. 
Southern Railway groups 4 and 11.......... $1.10 $1.25 
Southern Railway Group 12..........csccccecss 1.15 1.30 
Southern Railway groups 1, 3 and 13........ 

I oi etki hwo ohare eas O40 sae 1.20 1.35 
Alabama Great Southern group 1........... 

ee re es Pn eee 1.25 1.40 
Southern Railway groups 2 and 5........... 1.30 1.45 
Illinois and Kentucky milies.... 0... cccccecses 1.25 1.40 


Greenville is served by the Illinois Central, the 
Yazoo & Mississippi Valley, and the Southern Railway 
in Mississippi. The latter named line serves Green- 
ville from the east, and is the short line from the 
Alabama mines, the nearest of which are approximately 
250 miles distant. The proposed rates to Greenville 
via the Southern Railway will accord with the fourth 
section. The present rates to Greenville, both from 
Alabama mines and from the mines in Kentucky and 
Illinois, are lower than to intermediate points. The 
distance from the Illinois and Kentucky mines is ap- 
proximately 400 miles, and the proposed rate is $1.40. 
The comparisons offered in support of the increased 
rates to Memphis strongly support the proposed rates 
to Greenville as reasonable. The carriers have justi- 
fied the proposed rates to Greenville. 


Vicksburg, Miss. 


This city is on the east bank of the Mississippi 
River, and is served by the Illinois Central, the Yazoo 
& Mississippi Valley, and the Alabama & Vicksburg 
railroads. It is approximately 470 miles from the mines 
in Kentucky and Illinois, and from 275 to 300 miles 
from the Alabama mines. The present rate from most 
of the Alabama mines is $1.45, and from the Illinois 
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and Kentucky mines $1.60. It is proposed to increase 
these rates to $1.60 and $1.75, respectively. 

The proposed rates via the direct line from the 
Alabama fields to Vicksburg observe the. fourth sec- 
tion. The comparisons offered respecting the reason- 
ableness of the increased rates to Memphis and New 
Orleans can not be said to justify the proposed rates 
from the Alabama mines to Vicksburg. The carriers 
have not sustained the burden of justifying the proposed 
increased rates to Vicksburg from the Alabama mines. 
The record, however, does justify the proposed rates 
from the Illinois and Kentucky mines to Vicksburg. 


Natchez, Miss. 


This point is on the Mississippi River, about 70 
miles south of Vicksburg, and is served by the Yazoo 
& Mississippi Valley and Mississippi Central railroads. 
It is approximately 550 miles from the [Illinois and 
Kentucky mines, and from 325 to 350 miles from the 
various Alabama mine groups. The present rate to 
Natchez from the Illinois and Kentucky fields is $1.60, 
and from the nearer Alabama fields it is $1.45. The 
suspended rates are $1.75 from the Illinois and Ken- 
tucky fields, and $1.60 from the Alabama fields. 

The distance to this point via the various lines 
Over which this traffic moves is approximately 75 
miles greater than that to Vicksburg. The record and 
the comparisons shown justify the proposed rates to 
Natchez from the Alabama mines, and from the mines 
in Illinois and Kentucky. 

Baton Rouge, La. : 

This point lies on the east bank of the Mississippi 
River 89 miles north of New Orleans. It is served by 
the Yazoo & Mississippi Valley Railroad, and _ the 
Louisiana Railway & Navigation Co. The distance from 
the Alabama mines to Baton Rouge is from 400 to 
467 miles, and from the mines in Kentucky and Illinois 
it is approximately 600 miles. The present rates are 
$1.60 from the mines in Alabama, Kentucky and 
Illinois. It is proposed to increase these rates to $1.75. 
The desire to haul Alabama coal to the junction points 
in Mississippi has led the Alabama coal-carrying roads 
to establish rates to these points 15 cents lower than the 
proposed increases. It was contended that Baton Rouge 
ever, can not be reached by any direct line from the 
east without the agency of the Yazoo & Mississippi 
Valley Railroad, and this line, with the Illinois Cen- 
tral, has always resisted the contetnion of the Alabama 
roads that the rates from Alabama should be _ less 
than those from the more northerly mines in Illinois 
and Kentucky. The present and the proposed rates 
to Baton Rouge are lower than the rates to intermedi- 
ate points. 

Representatives of shipping interests at Baton 
Rouge appeared at the hearing and objected to the 
proposed increases. It was contended that Baton Rouge 
has the same degree of competition from _ river-borne 
coal as exists at New Orleans, but this contention does 
not appear to be well founded. The various coal com- 
panies using the river as a means for transportation 
maintain agencies for the sale of coal at New Orleans, 
and at Memphis, and solicit business much more ac- 
tively at those points than at Baton Rouge or any 
other of the several smaller cities along the river. The 
testimony shows that the rail_lines supplied about 75 
per cent of the coal consumed at Baton Rouge during 
the year 1914. It can not be said, therefore, that the 
rail lines have not heretofore met the competition of 
the water carriers at Baton Rouge. 

Objection is also made to the proposed rates to 
Baton Rouge upon the ground that no _ proportional 
rates are published to that point on coal . destined 
to points west of the Mississippi River, while the 
proportional rates applicable to New Orleans on coal 
destined to points west of the river are 15 cents less 
than the local rates. It is explained that dealers at 
New Orleans ship coal to New Orleans under the pro- 
portional rates, and forward it to destinations west of 
the river wherever a sale may be had. Dealers at 
Baton Rouge do not have this opportunity. It appears 
that through rates are published to nearly all the im- 
portant points in Louisiana west of the river. Protestants 
at Baton Rouge present a list of small railroads in 
Louisiana west of the river, and assert that no through 
rates are published to points on these roads. These 
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roads are scattered about the state, and do not serve 
important points. None of them reaches the river im- 
mediately west of Baton Rouge, and few are in territory 
contiguous to Baton Rouge. 

It is by no means clear that the publication of 
proportional rates to Baton Rouge would accomplish 
anything of value for that point. Neither is it clear 
on this record that the publication of proportional rates 
On coal to New Orleans applicable to points west of 
the river to which no through rates are published, 
and the failure to publish proportional rates to Baton 
Rouge constitutes unjust discrimination against that 
point. The carriers have justified the increased rates 
to Baton Rouge. 

Gulfport, Miss. 


This city lies on the Mississippi Sound, 67 miles 
east of New Orleans. It is a deep water port, and 
is served by the Louisville & Nashville, and the Gulf 
& Ship Island railroads. This is the only port in 
Mississippi, and from the standpoint of rates, has 
been treated for sOme years in most respects like 
New Orleans. The present rate on coal from the Ala- 
bama mines to Gulfport is the same as to New Or- 
leans, $1.25, while the rates from [Illinois and Ken- 
tucky are $1.50. It is proposed by most of the lines 
to make the same increases in these rates that are 
made to New Orleans; that is to say, to increase the 
rate on coal for use in the city to $1.40 from the 
Alabama mines and $1.65 from the Illinois and Ken- 
tucky mines, and to continue the $1.25 rate on coal 
from the Alabama mines to be used for bunker pur- 
poses. The Louisville & Nashville Railroad proposes 
to publish the $1.40 rate to Gulfport, both for city and 
bunker use. Should the other carriers, however, be 
authorized to publish the $1.40 rate to Gulfport for 
city use, and the $1.25 rate for bunker use, the Louis- 
ville & Nashville Railroad Co. desires the same au- 
thority. 

The comparisons which have been shown as justify- 
ing the increases to New Orleans and Memphis justify 
the proposed rates of $1.40 from the Alabama mines, 
and $1.65 from the Illinois and Kentucky mines to 
Gulfport. The rates proposed for coal for bunker use 
are made dependent upon the use to which the coal 
is to be put, and are therefore unlawful. 

We have examined with care the record in this 
case, and the justification offered in support of all 
these proposed increased rates. The carriers have sus- 
tained the reasonableness of the increased rates from 
Illinois and Kentucky, except in the following cases: 
The rates to Bemis, Gibbs, Humboldt, Jackson, Mc- 
Kenzie, Milan, Paris, Union City, Martin, and Rives, 
Tenn. The rate to all of these points is $1.20. The 
suspended rate is $1.35. These are nearly all junc- 
tion points of the Illinois Central, Mobile & Ohio, 
Louisville & Nashville, and Nashville, Chattanooga & 
St. Louis railroads, northeast of Memphis. They are 
at varying distances from the mines in Illinois and 
Kentucky, of from 125 to 200 miles. The rates to 
these points should not be increased to a figure higher 
than we have authorized to Memphis, namely, $1.25. 

The roads serving the Alabama mines have justi- 
fied the increased rates from these mines to all points 
except the following, to which the rates from Southern 
oot group 3 mines should not exceed those now 
stated: 


To— Rate. To— Rate. 
Aberdeen, Miss. ........ $1.00 Jackson, Miss. ......... $1.45 
Ackerman, Miss. ....... 1.55 EMT, TEE, oc cciscctan 1.45 
Columbus, Miss. ....... .90 Middleton, Tenn. ....... 1.25 
Ellisville, Miss. ........ 1.45 rewtom, BHias. ....ccccs 1.45 
Enterprise, Miss, ....... 1.25 Meridian, Miss. ......... 1.20 
Grand Junction, Tenn... 1.30 Starkville, Miss. ....... 1.00 
Hattiesburg, Miss. ..... 1.50 Vicksburg, Miss. ....... 1.45 
Holly Springs, Miss. .... 1.30 West Point, Miss....... 1.00 


There is no criticism of the relation of the rates 
from any of these groups, and the rates last above 
authorized from group 3 should be applied from the 
other groups in Alabama now taking the same rates 
as group 3. The rates from other Alabama groups tak- 
ing rates higher or lower than the rates from group 
3 should be constructed the usual differentials over 
or under the rates above authorized from group 3. 


Increased Rates on Coke. 


The general readjustment proposed is to make the 
rates on cOke to points in the Mississippi Valley 25 
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cents higher than the proposed rates on coal. The 
present rates are usually the same on coke as on 
coal. The rates on coke to New Orleans, however, are 
now 50 cents higher than on coal. No increase is 
proposed in the rate on coke to New Orleans. By in- 
creasing the rates on coal to that point and not in- 
creasing the rates on coke, the differential of coke 
over coal is narrowed from 50 cents to 35 cents. It 
is asserted that the differential in rates on coke over 
rates on coal in most parts of the country is from 
30 to 50 cents per ton. Coke is said to be of twice 
the value of coal, and its specific gravity such that 
the load per car is only about one-half of the aver- 
age load of coal. The Southern Railway has shown 
that its average load of coke is from 22 to 25 tons 
per car, while its average load of coal is nearly 45 
tons. While the rates on coke were suspended by 
reason of the protests in the general petition for the 
suspension of all the rates, there was no testimony di- 
rected against the proposed increased rates on coke. 
The movement of coke to this territory, except to New 
Orleans, is small. The Southern Railway has shown 
that in 1914 its total movement of coke to the Mis- 
sissippi Valley was 570 cars, of which 564 or 565 
moved to New Orleans. The carriers have justified 
the proposed increased rates on coke. 

In order to avoid confusion an order will be en- 
tered requiring the cancellation of the suspended 
schedules, effective on or before October 1, 1915. Re- 
spondents may then file, effective October 1, 1915, on 
not less than five days’ notice to the Commission and 
to the public, new tariffs containing rates not higher 
than those herein found to be reasonable. 


COTTONSEED MEAL AND CAKE 


CASE NO. 6853* (35 I. C. C., 215-219) 


IMPERIAL VALLEY OIL & COTTON CO. VS. SOUTH- 
ERN PACIFIC CO. ET AL. 
Submitted Dec. 10, 1914. Decided July 22, 1915. 


Rates charged by defendants for the transportation of cotton- 
seed meal and cake in carloads from El Centro, Cal., to 
Galveston, Tex., for export, and to El Paso, Tex., found to 
have been unreasonable. Rates established by defendants 
for the transportation of cottonseed meal and cake in car- 
loads from Calexico, Cal., to Galveston, Tex., for export, 
found unreasonable. Reasonable rates prescribed for the 
future and reparation awarded. 


R. B. Daniel for complainant; G. D. Squires for Galveston, 
Harrisburg & San Antonio Railway Co.; F. H. ‘Wood, C. F. 
Durbrow and G. D. Squires for Southern Pacific Co. 


BY THE COMMISSION: 

Complainant is a corporation engaged in milling cot- 
tonseed at El Centro, Cal. By complaints. filed April 27 
and May 26, 1914, as amended, it alleges that defendants’ 
carload rates for the transportation of cottonseed meal, 
cake and hulls from El Centro and Calexico, Cal., to El 
Paso, Tex., and cottonseed meal and cake from the same 
points to Galveston, Tex., are unreasonable, unduly pref- 
erential and unjustly discriminatory. The establishment 
of reasonable rates for the future, including rates for 
mixed carloads of meal and cake, is asked, and reparation 
on shipments made on and after March 12, 1914. 

El Centro and Calexico are situated in the Imperial 
Valley of California on a branch line of the Southern 
Pacific 32 and 41 miles, respectively, south from Imperial 
Junction, Cal., now called Niland, the main line junction. 
At El Paso the Southern Pacific connects with the line 
of the other defendant, the Galveston, Harrisburg & San 
Antonio, which operates between that point and Gal- 
veston. The distance from El Centro to El Paso is 660 
miles and from El Paso to Galveston 877 miles, a total 
distance of 1,537 miles. Calexico is 9 miles more distant 
than El Centro. 

No cottonseed products have moved from Calexico, 
but the complainant contemplates the erection of a mill 
at that place. Its mill at El Centro has been in operation 
for the past three years and the seed therefor is obtained 
in the Imperial Valley. Cotton has here been grown ex- 
tensively since 1911, the increased production having been 
accomplished by irrigation. Prior to February, 1914, com- 
plainant had at El Centro 2,000 tons of cottonseed meal 





*Proceeding also embraces complaint in No. 6853 (Sub. 
No. 1), Same vs. Same. 
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which it could not dispose of in California and which 
was beginning to deteriorate. Seeking a market for this 
meal, it asked the Southern Pacific for a reduction in the 
then existing rate to Galveston for export of 86.5 cents. 
Subsequently, Feb. 24, 1914, the defendants established 
a rate of 60 cents, minimum 40,000 pounds, from El Centro 
and Calexico to Galveston, applicable to both export and 
domestic shipments. Although cottonseed meal and cake 
are of the same value and generally take the same rate, 
the complainant failed to ask for a reduction in the rate 
of $1.23 then applicable on the latter commodity, and it 
was not until April 15, 1914, that the item in the tariff 
was made to include cottonseed cake. In March, 1914, the 
complainant commenced shipping from El Centro to Gal- 
veston and El Paso, and asked the Southern Pacific for 
a further reduction in the rate on cottonsed meal and 
eake from El Centro and Calexico to Galveston when for 
export, and for a reduction in the rates on those com- 
modities from El Centro to El Paso, which were, on cot- 
tonseed meal. 60 cents; cottonseed cake, $1.12. 

Complainant also sought a reduction in the rate on 
cottonseed hulls from El Centro to El Paso, which was 
$1.12. On May 15, 1914, after the first complaint herein 
was filed, defendants established a rate of 40 cents on 
straight or mixed carloads of cottonseed meal and cake, 
minimum 40,000 pounds, from El Centro to Galveston for 
export. July 18, 1914. the Southern Pacific established a 
like rate and minimum from Calexico and Imperial Junc- 
tion to El Paso. While El Centro is directly intermediate 
Calexico to El Paso, and the evident purpose of defendant 
was to establish the same rate therefrom, this was not 
done, and the lowest combination was 45 cents; 5 cents, 
minimum 36,000 pounds, from El Centro to Calexico, and 
40 cents, minimum 40,000 pounds, from Calexico to El 
Paso. These rates are still in effect. No reduction was 
made in the rate on cottonseed hulls for the reason, as 
stated by the Southern Pacific, that there had been no 
movement to warrant it. This defendant expresses will- 
ingness to establish a rate of 27% cents on cottonseed 
hulls from El Centro to El Paso, provided there is a 
sufficinet movement, but states that this is an abnor- 
mally low rate. 

During March and April, 1914. complainant shipped 
from El Centro to Galveston for export 50 carloads of 
cottonseed meal and cake; from El Centro to El Paso 6 
carloads of cottonseed meal. 

Complainant says that the charges collected were 
unreasonable to the extent that to Galveston they ex- 
ceeded charges that would. have accrued upon basis of 
a rate of 30 cents and to El Paso at a rate of 25 cents, 
and that these rates would be reasonable to apply for 
the future from both El Centro and Calexico on ship- 
ments of cottonseed meal and cake in straight or mixed 
carloads based on a minimum of 80,000 pounds to Gal- 
veston for export and 40,000 pounds to El Paso. ~ 


Complainant states that in order to dispose of all 
of its output of meal and cake it must reach Galveston 
and El Paso. especially Galveston, for export, as there 
is not a sufficient market in California; that it meets 
competition at those points from mills in Texas, Okla- 
homa, Arkansas, Missouri, and Louisiana, principally 
Texas, the rates from which are the same as or less 
than those sought. Complainant shows that cottonseed 
meal and cake readily load to 80,000 pounds in a 40-foot 
car. and that the earnings at a rate of 30 cents, based 
on that weight, would be $240 per car, or 15.61 cents per 
car-mile from El Centro to Galveston, the same revenue 
afforded by the former rate of 60 cents, and minimum of 
40,000 pounds, and greater than the earnings of $160 per 
car derived from the present rate of 40 cents and mini- 
mum of 40,000 pounds. Defendants state that this com- 
parison is unfair. for the reason that in establishing the 
minimum of 40,000 pounds it was contemplated that cars 
would be loaded in excess of the minimum. The average 
weight of complainant’s shipments from El Centro to 
Galveston in March and April, 1914, above referred to 
exceeded 60,000 pounds. The shipments to El Paso in 
each instance weighed 50,000 pounds. Complainant seeks 
the continuance of the present minimum of 40,000 pounds 
on shipments to El Paso, for the reason that it cannot 
dispose of large quatities at that place. 

Statements of carload rates and minimum weights 
with car-mile revenues on cottonseed meal and cake from 
and to various points were introduced by complainant 
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to show that the rates and minimum weights sought 
would be reasonable. These statements show rates vary- 
ing from 10.5 cents, minimum 30,000 pounds, for a dis- 
tance of 635 miles, yielding a per car-mile revenue of 
4.96 cents, to 75 cents, minimum 40,000 pounds, for a 
distance of 3,442 miles, yielding a per car-mile revenue 
of 8.72 cents. These comparisons are of value, but in 
the absence of supporting proof of similar transporta- 
tion conditions and volume of traffic are not conclusive. 

Complainant also introduced comparisons of carload 
rates, both domestic and export, on other commodities 
applicable over defendants’ lines from San Francisco to 
Galveston, a distance of 2,175 miles, with the rates on 
cottonseed meal and cake from El Centro to Galveston. 
The lowest rate named is 42 cents on tallow. beef oleo, 
and hog and sheep casings, minimum 30,000 pounds, yield- 
ing a per car earning of $126. The highest rate named 
is 75 cents on oleo oil, minimum 30,000 pounds, yielding 
a per car revenue of $225. The rate of 42 cents on tal- 
low, beef oleo, and hog and sheep casings, as well as 
various other rates shown in this exhibit, appear to have 
been influenced by water competition. Complainant shows 
that the defendants participate in the rate of 30 cents 
on zinc ore, valued at $20 per ton, or approximately the 
same value as cottonseed meal and cake, minimum 30.000 
pounds, from Nogales, Ariz., to Iola, Kan., a distance of 
1,672 miles, which yields a revenue of $120 per car, or 
7.18 cents per car-mile. 

In resisting a further reduction in the rates on cotton- 
seed meal and cake, defendants state that the present 
rates are abnormally low. They show that shipments from 
El Centro and Calexico to points in Texas involve a 
branch-line haul, and a movement of over 600 miles 
through a desert country in which there is practically 
no local traffic while the cost of operation is high. De- 
fendants introduced statements of rates on various com- 
modities from El Centro and other California points to 
Galveston and El Paso, intended to show that the present 
rates are not unreasonable. These, also. are unsupported 
by information of the movement thereunder. 

Defendants express willingness to refund on all ship- 
ments of conttonseed meal and cake that moved from El 
Centro to Galveston and El Paso prior to April 15, 1914, 
upon a basis of the 60-cent rate. 

Complainant contends that 20 cents would be a rea- 
sonable rate on cottonseed hulls from El Centro and 
Calexico to El Paso. Its testimony in support of this 
is in the main directed to the fact that in disposing of 
cottonseed hulls at El Paso, it has to meet competition 
from points in Texas, which enjoy a rate of 17% cents. 
The present rate from El Centro is the class B rate of 
$1.12, and from Calexico the class B rate of $1.07. There 
has been no movement of hulls from either El Centro 
or Calexico. As above shown, the Southern Pacific ex- 
presses a willingness to establish a rate of 271% cents 
on this commodity, provided there is a sufficient move- 
ment. It appears that the rate on cottonseed hulls is 
generally the same as, or a differential of from 2% to 
5 cents under, the rate on cottonseed meal and cake. 

Defendants argue that complainant’s disadvantage 
arises from its location with respect to the markets it 
desires to reach, and the commercial conditions which 
fix the price of its products at these markets. To some 
extent this is apparently true, complainant’s case being 
based largely on the fact that while it disposes of some 
of its products in California, practically the only mar- 
kets at which it can dispose of its surplus are El Paso 
and Galveston, and in order to do so. it has to meet 
competition from points in other states, nearer those 
points, principally from numerous Texas mills, which ship 
to El Paso and Galveston. It appears that the rates from 
Texas milling points were either prescribed or influenced 
by rates prescribed by the Texas Railroad Commission. 

Upon consideration of all the facts of record, we find 
that the charges on complainant’s shipments were not 
unjustly discriminatory or unduly prejudicial, but that 
they were unreasonable to the extent that they exceeded 
charges that would have accrued on basis of a rate of 
40 cents per 100 pounds, minimum 40,000 pounds, and 
we find that this will be a reasonable maximum rate 
to apply for the future on shipments of. cottotiseed meal 
and cake in mixed or straight carloads from El Centro 


and Calexico to Galveston, when for export, and to El 


Paso. We also find that in so far as complainant has 
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paid freight charges at the rates herein found to have 
been unreasonable, it has been damaged to the extent 
of the difference between the charges paid, and _ the 
charges which would have accrued at the rate herein 
found reasonable, and that it is entitled to reparation 
accordingly. Complainant should prepare a statement 
showing as to each shipment on which reparation is 
claimed the date of movement, point of origin, point of 
destination, route, weight, car number and initial, rate 
applied, charges collected, and the amount of reparation 
due under the findings herein, which statement should 
be submitted to the defendants for verification. Upon 
receipt of a statement so prepared by complainant and 
verified by defendants, we will further consider the mat- 
ter with a view to’ the issuing of an order awarding repa- 
ration. As above shown, the rate herein found reason- 
able for the transportation of cottonseed meal and cake 
in straight or mixed carloads from El Centro to Gal- 
veston for export was established May 15, 1914, and 
from Calexico to El Paso July 18, 1914. 

An order will be entered requiring the maintenance 
of these rates for the future, and requiring the estab- 
lishment of a carload rate of 40 cents per 100 pounds, 
minimum 40,000 pounds, on cottonseed meal and cake 
in straight or mixed carloads from Calexico to Galveston 
when for export, and from El Centro to El Paso. 

There is nothing in the record which would justify 
an order prescribing as a maximum the rate of 20 cents 
sought by complainant for the transportation of cotton- 
seed hulls from El Centro to El Paso. The rate of 27% 
cents proposed does not appear to be excessive. The 
Southern Pacific will be expected to establish this rate 
in accordance with its expressed willingness, and no 
order with respect thereto will be entered at this time. 

An order in accordance with these conclusions will 
be entered. 


PIG IRON RATES FROM SOUTH 


Case No. 4800. (35 I. C. C., 460-468) 
SLOSS-SHEFFIELD STEEL & IRON CO ET AL VS. 
LOUISVILLE & NASHVILLE RAILROAD CO. ET AL. 


Submitted June 21, 1915. Decided July 22, 1915. 


On the evidence of record, pres the principle of our original 
report in this case, 30 I C., S87 eld: 

1. Related Point Rates lh intoool "to Basis in Original Re- 
port.—The rates on pig iron in carloads from points in 
Alabama and Tennessee to points reached by defendants’ 
lines in Central Freight Association territory, to which pig- 
iron rates were not reduced on Oct. 1, 1914, are unreason- 
able. Reasonable rates prescribed for the future. 

2. Division of Rates on Basis of 23 Cent Loss to Southern and 
12 Cent Loss to Northern Lines and Reparation.—Divisions 
of such rates between the carriers operating north and 
those operating south of the Ohio River, prescribed. 





W. A. Wimbish for complainants; W. W. Collin, Jr., and 
E. S. Ballard for Central Freight Association carriers; W. C. 
Coleman for Baltimore & Ohio Railroad Co.; W. A. Northcutt 
for Louisville & Nashville Railroad Co. and other southern car- 
riers; L. B. Boswell for Quincy Freight Bureau, intervener; A. 
M. Campbell for Milwaukee Metal Trades and Founders’ Asso- 
ciation, intervener: C. P. Hackett for United State Radiator 
Corporation, intervener; F. B. James for American Rolling Mill 
Co., intervener. 


McCHORD, Chairman: 

The original complaint brought in issue the reason- 
ableness of rates on pig iron in carloads from producing 
points in Alabama and Tennessee to Ohio River crossings, 
and to points in central freight association trunk line. and 
New England territories. Birmingham, Ala., was taken 
as representative of Alabama producing points, and Chat- 
tanooga, Tenn., as representative of Tennessee producing 
points. Louisville, Ky., was considered as typical of the 
Ohio River crossings, and Chicago as illustrative of central 
freight association territory. The same method is fol- 
lowed here. Rates are given per gross ton unless other- 
wise stated. 

At the time the original complaint was filed rates 
were in effect from the Birmingham district of $3 to 
Louisville, and $4.35 to Chicago. From the Chattanooga 
district the rates were certain differentials under the Bir- 
mingham rates. From other Alabama and Tennessee 
points the rates bore fixed relations to the Birmingham 
and Chattanooga rates. 


By decision of June 1, 1914, 30 I. C. C., 597 (The 


Traffic World, July 11, 1914, p. 64), we found that the 
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rates attacked were unreasonable, and that reasonable 
Tates from the Birmingham district to the representative 
points named should not exceed $2.65 to Louisville or 
$4 to Chicago. To Boston, as typical of the east, a rate 
of $4.25, rail and water, was prescribed. We held that 
the then existing differentials between southern furnaces 
should not be disturbed, and that the relation of rates 
to the Ohio River crossings, to points in Central Freight 
Association territory, and to the east should be main- 
tained. An order was entered in accordance with these 
findings, which order became effective October 1, 1914. 

The carriers operating south of the Ohio River 
opened negotiations with those operating north of the 
river, with a view to an agreement upon divisions of the 
through rates required to be established, but the north- 
oo carriers declined to assume any part of the reduc- 
ion. 

Only a few of the carriers in Central Freight As- 
sociation territory were made parties to the original 
complaint. In view of that fact, and of the failure to 
agree upon divisions of the reduced rates, the tariffs 
when filed under the Commission’s order embraced only 
such points as were reached by the lines parties to the 
proceeding. Reduced rates to certain named eastern 
points were also established. 

On November 3, 1914, complainants filed a supple- 
mental complaint, alleging that the new tariffs were not 
in complaince with the Commission’s decision and order, 
and asking that such further order be entered as might 
be required to afford full and complete relief in the prem- 
ises. 

In the meantime, on October 12, 1914, the carriers 
south of the Ohio River filed a petition asking that the 
Commission determine what would be just and reason- 
able divisions of the newly prescribed rates as between 
them and the carriers north of the river. 

The Commission thereupon reopened the case for 
certain stated purposes, among which were the follow- 
ing: 

(1) To further investigate the reasonableness of the 
rates to points in Central Freight Association territory 
not covered by the former order, though brought in issue 
in the original complaint. 


(2) To fix the proper divisions of the through rates 
established by the Commission, certain of which rates 
were published by defendants without agreement as to 
the divisions thereof. 


Rates to points in the east were included in the re- 
hearing, but they are not material to the questions now 
before us. A large number of additional carriers were 
made parties defendant. At the rehearing, it was agreed 
by all parties that the rates to Central Freight Association 
points and the divisions thereof might be settled by the 
Commission in advance of a decision as to rates to the 
east. The conditions appearing to make such course 
proper, we deal in this report only with the western 
situation. 

Petitions of intervention were filed by the American 
Rolling Mill Co., the United States Radiator Corporation, 
the Milwaukee Metal Trade & Founders’ Association, and 
the Cuincy Freight Bureau. These petitions allege that 
the rates which were not reduced under the Commis- 
sion’s order of June 1, 1914, are unreasonable, and re- 
paration is asked on shipments since October 1, 1914, the 
effective date of such order. The complainants filed an 
amended supplemental petition asking reparation on like 
shipments. 

As to the reasonableness of the rates to points where 
no reductions were made, further evidence was submitted 
by complainants, and this was supplemented by evidence 
on behalf of the interveners. The defendants made no 
effort to justify the relation of rates brought about by 
reductions to certain points, and not to others similarly 
situated. It was said that like reductions to such other 
points would have been made but for the failure of the 
carriers to agree upon divisions. The defendants offered 
no evidence other than on the question of divisions. The 
southern carriers stated that their purpose is to reduce 
the rates to all omitted points, according to the spirit 
of the Commission’s order, as soon as the question of 
divisions shall be settled. 

Upon the facts of record, we.are of opinion, and find 
that the rates on pig iron in carloads from the south- 
ern producing districts to all points reached by defend- 
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ants in Central Freight Association territory, to which 
the through rates were not reduced on October 1, 1914, 
are and for the future will be unreasonable. Defendants 
will be required to establish rates from and to the points 
indicated, the maximum of which shall be 35 cents per 
gross ton less than the rates in effect immediately prior 
to October 1, 1914. The differentials or relation of rates 
as between the Alabama and Tennessee furnaces, which 
existed prior to October 1, 1914, shall be maintained. 

We are further of opinion and find that complain- 
ants and interveners who made their shipments since 
October 1, 1914, to points in Central Freight Association 
territory to which the rates were not reduced on that 
date, and who bore the transportation charges thereon, 
have been damaged to the extent of the difference be- 
tween the charges paid and charges that would have ac- 
crued if the rates herein found reasonable had been 
applicable, and reparation on that basis will be awarded. 

The parties claiming reparation should present state- 
ments showing as to each shipment upon which such 
claim is made the date and route of movement, point of 
origin, and point of destination, weight, car number and 
initials, rate applied, charges collected, and the amount 
of reparation due under our findings, which statements 
should be submitted to defendants for verification. Upon 
receipt of statements so prepared and verified, the mat- 
ter will be further considered by the Commission with 
the view to issuing an order for reparation. 


The question of divisions of the rates as between 


the carriers operating south and those operating north 
of the Ohio River remains to be considered. It was 
in effect agreed by both sides that our decision of this 
question shall govern the divisions of the joint rates to 
all points reached by defendants in Central Freight Asso- 
ciation territory. 


The southern carriers publish proportional rates from 
the producing points to the various Ohio River gate- 
ways, and the northern carriers publish proportional 
rates from the gateways to points beyond. The jéint 
through rates are made up of the proportional rates 
to and from the direct gateways, though they apply 
through all gateways. 


The rate from Birmingham to Chicago may be taken 
as illustrative of the general situation. Prior to Octo- 
ber 1, 1914, the Chicago rate was $4.35. The rate estab- 
lished on that date is $4. The haul by the southern 
earriers usually extends to the northern bank of the Ohio 
River. On pig iron from Birmingham to Chicago via 
Evansville, the divisions prior to October 1, 1914, were 
$2.755 for the haul to the north bank of the river, a 
distance of 366 miles, and $1.60 for the haul thence to Chi- 
cago, a distance of 287 miles. Pending the negotiations 
above referred to the southern carriers offered to bear 15 
cents of the reduction of 35 cents in the through rates, and 
they now contend that an adjustment on that basis would 
be just and reasonable. This would be equivalent to 
$2.60 of the Chicago rate for the haul to the north bank 
of the river, and $1.40 for the haul north of the river. 

The northern carriers take the position that no part 
of the reduction should be borne by them. Their con- 
tention is based chiefly on the theory that pig iron from 
the south displaces pig iron produced at furnaces in 
their own territory, and therefore does not furnish them 
any additional traffic over and above what they would 
otherwise haul. In view thereof, and of the fact of 
their strategic position, with respect to traffic that origi- 
nates in their own territory, they claim to be possessed 
of equities and of trade advantages which entitle them 
to larger divisions than they might otherwise reason- 
ably demand. 


The contention in part implies an assumption that 
there is practically no demand for pig iron in the north- 
ern markets which could not be supplied from furnaces 
in Central Freight Association territory. The evidence 
shows, however, that for many uses, especially in the 
manufacture of stoves, small castings, and certain kinds 
of machinery, southern iron is preferred, and that there is 
considerable demand for it in the northern markets. It 
commands a ready sale as a mixture for many kinds 
of iron products. This is true to such an extent that 
some foundries are quite largely dependent upon it be- 
cause of its peculiar qualities as distinguished from pig 
iron from the northern furnaces. It is therefore a mat- 
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ter of general public interest that southern iron should 
move freely into the northern territories. 

The northern lines further contend that, based on 
the recent decision of the Commission in the Five Per 
Cent case, 31 I. C. C., 351 (The Daily Traffic World, 
August 3, 1914), they are entitled to an increase of 5 per 
cent in their former divisions. This would make their 
proportion of the Chicago rate $1.68 instead of $1.60. 

For many years prior to 1907 the through rates on 
pig iron from the southern furnaces varied with the price 
of the commodity. When the price advanced the rates 
were advanced; when the price fell the rates were re- 
duced. These fluctuations were chiefly reflected in the 
varying divisions to the lines south of the Ohio River. 
There were some fluctuations north of the river, but it 
is claimed they were due to varying rate adjustments 
throughout central freight association territory. 

In support of the divisional basis proposed by the 
southern lines it was shown that the last advance in their 
proportion of the Chicago rate, for example, in April, 
1907, was from $2.50 to $2.75, and that the last advance 
by the northern lines, in February, 1907, was from $1.40 
to $1.60. These advances resulted in an increase of 
45 cents in the through rate. As 35 cents of this in- 
crease was wiped out by our decision of June 1, 1914, 
the southern lines say it would be but just and reason- 
able that the division to the northern lines be restored to 
$1.40, as it formerly existed. But we are not convinced 
that an apportionment on such basis would be fair to 
the northern lines. 

Nor can we accept the proposition of the northern 
lines that no part of the reduction in the through rates 
should be borne by them. In our decision of June 1, 
1914, we found that the proportionals both north and 
south of the Ohio River, which made up the through 
rates, should be revised, so as to make_ reasonable 
through rates. The record of the original hearing fully 
justified such finding, and no effort was made by any 
of the carriers at the rehearing to show that it was 
wrong. It follows that in a readjustment of the through 
rates to meet the requirements of our former order, some 
shrinkages in the proportionals both north and south of 
the river should be made. 


In dealing with the question of divisions we have 
no doubt that it is our duty to take into consideration 
all circumstances, conditions and equities affecting either 
group of the contending carriers in so far as necessary 
to enable us to arrive at a fair and reasonable adjust- 
ment. It cannot be reasonably questioned that because 
of their stragetic position the northern lines possess ad- 
vantages with respect to this pig-iron traffic which should 
be recognized. 

The divisions which obtained for a number of vears 
prior to October 1, 1914, are shown of record, and we 
think furnish very persuasive evidence as to what the 
divisions of the new rates should be. The following table 
shows the through rates and the divisions from Birming- 
ham to Chi¢ago via Evansville, together with the changes 
in the rates and divisions from September 15, 1902, to 
October 1, 1914, the effective date of our original order: 


Through South North 
rate. division. division. 







I OBI k sie. Sincascorssenicnvens $4.15 $2.75 $1.40 
ee I rn re nee 4.35 2.75 1.60 
CE BE. s.wasiewesedecctaeeveeeeeens 3.85 2.25 1.60 
AE sin ods 40 car ane eencewaneawe 3.50 1.90 1.60 
April 1, 1904 .85 2.25 1.60 
April 25, 1904 2.25 1.40 
July 1, 1904 2.05 1.60 
July 11, 1904 2.25 1.40 
March 1, 1906 5 2.50 1.40 
I FeO 6.599 649% cSiinwENGnesecenen 4.10 2.50 1.60 
pO Eee me ere eee 4.35 2.75 1.60 
cS SS re ae renee 4.35 2.75 1.60 


It is observed that the through rates have ranged from 
$3.50 to $4.35. The divisions have also fluctuated in 
amounts. To the southern lines they have ranged from 
$1.90 to $2.75, and to the northern lines from $1.40 to 
$1.60. As already stated the frequent changes in the 
through rates were due to varying prices of pig iron 
in the markets. This in part explains the changes in 
the divisions. 

In exhibits showing divisions of the through rates 
in the past via the several gateways, the southern lines 
deduct a bridge charge of 10 cents per gross ton. The 
bridges at Louisville are practically controlled by the 


+ 
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northern lines, and those at Cincinnati and Evansville 
are owned by the southern lines. To effect delivery at 
the north bank of the river through the Louisville gate- 
way the southern lines are required to absorb a bridge 
charge of 10 cents per gross ton. They likewise bear 
the expense incident to crossing the river at the other 
gateways. We gather from the record that this expense 
is substantially the same at all the gateways. It would 
seem but just and reasonable, therefore, that in deter- 
mining a basis for the apportionment of the through 
rates between the carriers north and south of the river 
account should be taken of this bridge charge. An 
analysis of the above table, with the bridge charge de- 
ducted, will show that the average division to the south- 
ern lines on Chicago shipments was $2.31, or 60.1 per cent 
of the through rates, and that the average division to 
the northern lines was $1.53, or 39.9 per cent of the 
through rates. 

The southern lines’ exhibits show the through rates 
and divisions prior to October 1, 1914, from the several 
producing districts to Chicago, Ill., Cleveland, Ohio, Colum- 
bus, Ohio, Indianapolis, Ind., Decatur, Ill., Hamilton, Ohio, 
Terre Haute, Ind., Logansport, Ind., and Sandusky, Ohio. 
To these destinations, except Cleveland, Hamilton and 
Sandusky, the exhibits include divisions via all gateways. 
To the three excepted points the divisions are shown 
only via Evansville, Louisville and Cincinnati. This 
method of arriving at percentages is hardly fair to the 
northern lines for the reason that in most instances 
shipments of pig iron move through the direct gateways, 
whereas the exhibits include all gateways. For instance, 
the through rate from La Follette, Tenn., to Columbus, 
Ohio, was $2.95. The distance from La Follette to Cin- 
cinnati is 239 miles, and from Cincinnati to Columbus 
116 miles. After deducting the bridge charge, the divi- 
sions of the through rate were $1.80 to the southern 
lines, and $1.05 to the northern lines. The distance from 
La Follette to Cairo, Ill., is 492 miles, and from Cairo 
to Columbus 457 miles. On a movement via that gate- 
way the divisions of the $2.95 rate would be 70 cents to 
the southern lines, and $2.15 to the northern lines. 

We think the estimates of divisional percentages 
should have been based upon hauls via the direct gate- 
ways. Such method would have shown the proportion 
to the southern lines as 64.7 per cent of the through rates 
to the 11 destination points above named, and the pro- 
portion to the northern lines as 35.3 per cent. The aver- 
age haul to such points via the direct gateways is 319 
miles by the southern lines and 167 miles by the north- 
ern lines. The average division of the through rates 
via the direct gateways prior to October 1, 1914, was 
$2.29 to the southern lines, and $1.25 to the northern 
lines. 

The northern lines submitted exhibits showing the 
through rates and divisions from Birmingham and Chat- 
tanooga to 43 points in Central Freight Association terri- 
tory to the direct gateways. After deducting the bridge 
charge these exhibits show that of the through rates 
from Chattanooga the proportion received by the south- 
ern lines was 62.2 per cent, and by the northern lines, 
37.8 per cent. The average haul by the southern lines 
was 328 miles, and by the northern lines 206 miles. The 
average division of the through rates to the southern 
lines was $2.35, and to the northern lines $1.44. Of the 
through rates from Birmingham the proportion received 
by the southern lines was 65.2 per cent and by the north- 
lines 34.8 per cent. The average haul by the southern 
lines was 420 miles and by the northern lines 219 miles. 
The average division of the through rate to the southern 
lines was $2.72 and to the northern lines $1.45. 

There is but slight difference in the percentage re- 
sults via the direct gateways as between the different 
exhibits, and it is substantially correct to say that the 
divisions of the through rates less the bridge charge for 
a number of years prior to October 1, 1914, were on an 
average basis of 65 per cent to the southern lines and 35 
per cent to the northern lines. The same basis ap- 
plied to the reduction of 35 cents in the through rates 
would mean that 23 cents of such reduction should be 
— by the southern lines, and 12 cents by the northern 
ines. 

Exhibits were filed by both sides showing ton-mile earn- 
ings under the divisional basis in effect immediately prior 
to Oct. 1, 1914, under the basis proposed by the southern 


Vol. XVI, No. 8 


lines, and under a basis which would recognize the north- 
ern lines as entitled to the claimed increase of 5 per 
cent. These exhibits are not particularly illuminating. 
The Commission has many times held that, owing to 
different transportation conditions north and south of the 
Ohio River, the southern carriers are entitled to higher 
ton-mile earnings than are the northern carriers. But 
the question before us is not what would be reasonable 
rates north and south of the river, respectively, but what 
are just and reasonable divisions of the through rates 
prescribed by the Commission. 

We are not impressed by the contention of the north- 
ern lines that under the Five Per Cent case, supra, they 
are entitled to an increase in their divisions. That case 
was decided July 29, 1914, some time after the original 
decision in this case. We found that the carriers in 
Central Freight Association territory. were entitled to an 
increase of 5 per cent in their intraterritorial class rates 
and in many of their commodity rates, subject to certain 
limitations, one of which was that “rates throughout 
Central Freight Association territory that still are con- 
trolled by the force of unexpired orders of this Com- 
mission, entered after specific investigation in formal 
cases,” should not be modified. 

The rates on pig iron from the southern furnaces to 
Central Freight Association territory are joint rates 
published by the southern lines and concurred in by the 
northern lines. In our original report these joint rates 
were found to be unreasonable. Our order ran only 
against the carriers named as defendants, and therefore 
did not specifically embrace points not reached by those 
carriers, and reduced rates were established only to a 
few points north of the Ohio River. It cannot be rea- 
sonably questioned, however, that the principle of our 
conclusion and of the order based thereon extended 
to all points to which joint through rates were then 
published. As already pointed out, it was stated at the 
rehearing that reductions would have been made to all 
such points in accordance with the spirit of the order 
if it had not been for the failure to agree upon divisions 
of such rates north and south of the river. We do not 
think the decision in the Five Per Cent case furnishes 
any warrant for this contention by the northern lines. 

Upon all the facts of record we find that of the 
amount of the original reduction in the joint through 
rates, established and to be established, the southern 
earriers should bear 23 cents and the northern carriers 
12 cents. We further find that of the joint through rate 
of $4 from Birmingham to Chicago, the lines south of the 
Ohio River are entitled to and-should receive $2.52, and 
that the lines north of the Ohio River are entitled to 
and should receive $1.48. All other joint through rates 
on pig iron from the southern furnaces to points reached 
by defendants’ lines in Central Freight Association ter- 
ritory, as well as those already reduced under the order 
effective Oct. 1. 1914, as those herein required to be re- 
duced, should be apportioned between the carriers north 
and south of the Ohio River on the same basis as named 
for the Birmingham-Chicago rate. 

Orders will be entered in accordance with the con- 
clusions herein announced. In the matter of the divi- 
sions of the joint through rates the order will be made 
effective as of Oct. 1, 1914, the date when the original 
order took effect. ‘ 

Matters which relate to the rates on pig iron from 
the south to trunk line and New England territories, in- 
volved in the rehearing, will be disposed of in a later 


report. 


RAILROAD FUEL COAL 


CASE NO. 7983 (36 I. C. C., 1-15) 

IN THE MATTER OF RATES, DIVISIONS. RULES, 
REGULATIONS AND PRACTICES GOVERNING 
THE TRANSPORTATION OF RAILROAD FUEL 
AND OTHER COAL. 


Submitted June 10, 1915. Decided July 7, 1915. 


1. Actual destination rates and divisions must apply on railroad 
fuel coal.—The character of a shipment and not formal 
incidents, such as billing, determines the rate and divi- 
sions applicable. The rates and divisions to points of actual 
destination must be applied to railway fuel coal shipments 
here involved, and the application of rates and divisions to 
fictitious billed destinations is unlawful and cannot be 
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justified by the theory that such rates and divisions would 

be proper rates and divisions to the average point of actual 

destination. 

2. Railroad, as a shipper, entitled to no more consideration 
than any oOther.—A railroad company as shipper is entitled 
to the same consideration as any commercial shipper and 
no more, even when the shipment moves in part over the 
rails of such railroad company. It follows that in such 
case the carrier is entitled to a division of the joint through 
rate. But the division must be fixed by the same consid- 
erations which would determine divisions upon a through 
commercial shipment in which the railroad had no interest 
other than that of carrier. The divisions now received out 
of the joint rate on supply coal by the Seaboard Air Line, 
the Atlantic Coast Line. and the Charleston & Western 
Carolina Railway Co. for the hauls from their junctions 
are special and abnormal divisions. 

3. Commission may fix divisions when railroad company is 
shipper.—The Commission may fix divisions when a rail- 
road companv is the shipper or is owned by the shipper 
so that the division of a through rate might be the means 
of indirectly reducing transportation charges or effecting 
discriminations. Divisions here involved will not be fixed 
by order at this time, but carriers will be expected to 
adjust them to meet views herein expressed. 

4. Divisions on fuel coal must be filed.—The Commission may 

order that such divisions be filed with it, and it is so or- 

dered as to the divisions applicable to fuel coal shipments 
herein involved. 


Alexander Hamilton and Geo. B. Elliott for Atlantic Coast 
Line Railroad Co, James T. Wright for Seaboard Air Line 
Railroad Co. T. B. Grier for Charleston & Western Carolina 
Railway Co. Mark W. Potter and J. J. Campion for Carolina, 
Clinchfield & Ohio Railway. 


MEYER, Commissioner: 

The Commission’s attention having been directed at 
various times to the method in vogue in southeastern ter- 
ritory relative to the handling of railroad fuel coal, this 
proceeding was instituted for the purpose of considering 
it in a formal manner. The issue involved is of much 
practical importance, first, because certain carriers which 
have aimed to observe the views previously expressed 
by the Commission as to railroad fuel rates complain 
that other carriers have been adopting practices which 
they would prefer to adopt if the Commission’s previous 
rulings are not to be enforced; and second, because cer- 
tain coal producers complain that they are being unjustly 
discriminated against because of special divisions allowed 
to carriers purchasing coal from competing coal producers. 
While this investigation was limited to the practices in 
the southeast, the conclusions herein reached will be ad- 
hered to generally. 

Three of the largest coal-purchasing roads in south- 
eastern territory, which do not themselves reach the 
coal field are the Seaboard Air Line Railway, hereinafter 
called the Seaboard, the Atlantic Coast Line Railroad, 
hereinafter called the Coast Line, and the Charleston 
& Western Carolina Railway Co., hereinafter called the 
Charleston Railway. The greater part of the coal used 
by these carriers is purchaser from mines located on the 
line of the Carolina, Clinchfield & Ohio Railway, or 
from mines served by connections of that company. These 
four carriers have been made respondents in this pro- 
ceeding. 

To understand the reason for the practices about to 
be discussed the corporate affiliations of the Carolina, 
Clinchfield & Ohio Railway, hereinafter called the Clinch- 
field Railway, should be noted. Mr. Mark W. Potter, 
president of the Clinchfield Railway, at the hearing stated 
in substance: 

All the stock of the Clinchfield Railway, with the exception 
of directors’ qualifying shares, is held by the Cumberland Cor- 
poration. The Cumberland Corporation also at one time owned 
all of the capital stock of the Clinchfield Coal Corporation, but 
later, and for financial reasons which need not be stated here, 
the Cumberland Corporation sold this stock to the directors 
of the said Cumberland Corporation, so that after this sale the 
Clinchfield Coal Corporation was owned and controlled by the 
same persOns who owned and controlled the Cumberland Cor- 
poration and the Clinchfield Railway Co. The Clinchfield Fuel 
Co. was formed by the Clinchfield Coal Corporation as a sales 
company, and all of the stock is owned by the coal corporation. 

Thus there is a common ownership of the railway 
company, the coal company which owns the mines, and 
the fuel company which is the sales agent. 

The Clinchfield Railway’s main line terminates at 
Dante, Va. It, however, has trackage rights over the 
Norfolk & Western Railway from St. Paul to Kiser, Va., 
and owns a branch from Kiser, Va., to Laurel, Va. The 
mines owned by the Clinchfield Coal Corporation are 
located at Dante, on the main line, and at Laurel, Clinch- 
field, and Hurricane, Va., on the Kiser-Laurel branch, 
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and are the only mines located on the Clinchfield Rail- 
way. The Norfolk & Western Railway runs west of 
St. Paul, where it connects with the Clinchfield Railway, 
and there are mines owned by other companies located 
between St. Paul and Norton, which point is 24 miles 
from the junction. The Clinchfield Railway publishes 
joint through rates on coal from the points at which its 
mines are located, and from points between St. Paul and 
Norton on the Norfolk & Western to points on the lines 
of the purchasing carriers named above. 

The tonnage of fuel coal used by the carriers is consid- 
erable. The Coast Line, during 1914, used about 1,250,000 
tons of coal, of which over 300,000 tons was purchased 
from the Clinchfield Fuel Co., and moved from the mines 
via the Clinchfield Railway. The Seaboard used 1,077,000 
tons of fuel coal, of which amount approximately 390,000 
tons was purchased from the Clinchfield Fuel Co., and 
from other mines on the lines of the Norfolk & Western 
between St. Paul and Norton, all of this traffic moving 
via the Clinchfield Railway. The Charleston Railway 
used approximately 100,000 tons of coal, all of which was 
purchased from the Clinchefild Fuel Co., and moved via 
the Clinchfield Railway. In all, these three carriers pur- 
chased something over 800,000 tons of coal from _ the 
mines located on the Clinchfield Railway or its immediate 
connections. The annual report filed for the year 1914 
by the Clinchfield Railway shows that the total tonnage 
of bituminous coal hauled by it was 1,206,135. The rail- 
road fuel coal carried by this railroad comprised about 
two-thirds of its coal traffic and almost one-half of the 
total tonnage of all kinds carried by this company. Hence 
it will be seen that it is very important to the Clinch- 
field Railway that coal producers on its line secure the 
fuel coal contracts of the Coast Line, the Seaboard, and 
the Charleston Railway. 

Witnesses for the railway companies testified that 
this fuel coal was purchased f. o. b. mines, and that the 
factors taken into consideration when letting these con- 
tracts were three in number; (1) The price of coal at 
the mouth of the mine; (2) the division of the joint 
through rate, which inured to the originating carrier; 
and, (3) the cost of transporting the coal from the junc- 
tion points to the points of consumption. It is entirely 
clear, therefore, that one of the determining features, if 
not the controlling one, is the division of the joint through 
rates which must be paid to the originating carriers. In 
order to intelligently bid for the coal contract, it is 
necessary that the competing operators shall know 
definitely the amount of this division. While in ordinary 
commercial business the through rate to be paid for 
transportation is the important factor, here the essen- 
tial factor is the division of the through rate paid up 
to the junction. For this reason all the facts and cir- 
cumstances which make it desirable that the exact rate 
of transportation on commercial shipments shall be pub- 
lished make it desirable that the divisions of the rates 
under which railway fuel coal is transported be published. 

The question of rates on fuel coal is not a new 
one. It was considered by the Commission in the case 
known as In the Matter of Restricted Rates, 20 I. C. 
C., page 426 (The Traffic World, April 1, 1911, p. 547), 
and the Commission’s order in that.case was reviewed and 
upheld by the Supreme Court in I. C. C. vs. B. & OG: R. 
R. Co., 225 U. S., 326. Just prior to that decision the 
practice of the carriers had been to establish a special 
rate lower than the local rate, applicable only to rail- 
way fuel coal from the mines to the junction point where 
the coal was actually delivered to the purchasing car- 
rier. This practice was held unlawful, since it involved 
the charging of different rates based merely on different 
uses to which the shipments were put, although the trans- 
portation service was the same. During the argument 
of that case the suggestion was made that the same 
result could be brought about through the manipulation 
of divisions of the through rates. On that point the 
Supreme Court, on page 344, said: 

But the companies say, in criticism of the reasoning and 
order of the Commission, they are permitted to do indirectly 
what they want to do directly; that an easy way of evasion of 
the prohibiting order is to make a joint rate from the point of 
origin of the fuel coal to its points of consumption and thereby 
be enabled ‘‘to charge a lower rate for the fuel coal than for 
the commercial between the same points.’’ And, further, in 
display of the easiness with which this can be accomplished 


and ‘show readily the Commission’s order lends itself to manipu- 
lation of rates,’ they say that they have only to publish a 
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nominal delivery point beyond the real delivery point, publish 
a rate to that point which they do not intend to charge, and 
call their actual rate to the junction point, based on the spe- 
cial circumstances and conditions, a ‘“‘division.’’ They then 
ask, “If the Commission can so easily juggle a rate for a good 
purpose, will not ingenious traffic agents and coal operators do 
the same for their own perverse .ends?’” If such a situation 
artfully produced be used as a device for giving preference, the 
Commission might be able to find some means to defeat it. 


Following the Supreme Court decision in I. C. C. vs. 
B. O. R. R. Co., supra, the carriers resorted to the 
methods of billing which were predicted by their counsel 
in the argument of that case. The practice at once 
sprung up of having fuel coal billed under joint rates 
to points on the line of the consuming carrier, and al- 
lowing to the consuming carrier divisions of the joint 
rates applying to such points. This method of handling 
such shipments had been resorted to before, and since 
upon its face it was not contrary to any provision of 
the law it was not condemned. In fact, the Commission 
in a conference ruling issued in 1911 prior to the de- 
cision in I. C. C. vs. B. & O. R. R., supra, ruled: 

That it is unlawful for carriers to make special and dis- 
eriminatory divisions of joint rates upon locomotive fuel as 
between an originating or participating carrier and a purchasing 
carrier. In the division of joint rates a railroad must be 
treated precisely as any other shipper is treated, and the Com- 
mission will regard any special division as a device to defeat 
the published rate. All divisions upon fuel coal must be made 
in good faith without respect to the fact that one of the 
carriers is the purchaser of such coal. 


Thus the Commission impliedly approved the prac- 
tice of treating such shipments as through shipments 
under joint rates and dividing such rates between the 
originating and purchasing carrier on condition that the 
divisions were made “in good faith, without respect to 
the fact that one of the carriers is the purchaser of such 
coal.” In numerous cases since the above conference 
ruling was issued carriers have been prosecuted for se- 
curing rebates and concessions through their practices 
in handling fuel coal under joint rates. In these cases 
the purchasing carriers had the coal billed to points on 
their lines beyond where it was actually consumed. The 
coal never reached the billed destination, although the 
rates and divisions to that point were applied. Owing 
to this practice the New Orleans & Northeastern Railroad 
Co., the Seaboard Air Line Railway, the South Dakota 
Central Railway Co., the Lehigh Hudson River Railway 
Co., and the Grand Trunk Railway Co. have all been 
indicted and fined for violation of the Elkins act. While 
that particular device for defeating the lawful rates has 
largely, if not entirely, disappeared, the present record 
demonstrates that certain carriers have resorted to prac- 
tices which, though less direct, are equally as effective 
in defeating the lawful rates on fuel coal. The methods 
of billing and handling practiced by the respondents will 
now be briefly outlined. 

The fuel coal purchased by the Seaboard. and mov- 
ing via the Clinchfield Railway is received at various 
junction points. For example, much of the Seaboard 
coal is delivered to it by the Clinchefild Railway at Bostic. 
The coal is billed to Ellenboro, but all of it is transported 
to Charlotte, Munroe, Hamlet, and Wilmington, N. C., 
which are points on the Seaboard beyond Ellenboro. El- 
lenboro is a small town of three or four hundred in- 
habitants, located about 5 miles from Bostic, the junction 
point. The haul from the point of origin to Bostic per- 
formed by the Clinchfield Railway is approximately 240 
miles, and so to Ellenboro the haul is approximately 
245 miles. The joint through rate on coal between the 
points of origin and Ellenboro, the billed destination, is 
$2.15 per ton. Under the divisions in effect at the present 
time the Clinchfield Railway receives 99 cents for its haul 
of 240 miles, and the Seaboard receives $1.16 for its 
haul of 5 miles. Below are shown the distances from 
Bostic, the junction point, to Ellenboro and to the points 
of consumption, together with the joint rates and divi- 
sions now effective from the mines to these points: 


Miles from Rateper C.,C.&0O. Seaboard 

Station. junction. ton. division, division. 
SE Oe ES 5.7 $2.15 $0.99 $1.16 
CORO «5 ctvcicccncce 72 2.25 1.35 .90 
DE pxen~kéceaebows 97 2.25 1.35 .90 
RT re 149 2.40 1.32 1.08 
Wilmington .......... 260.8 2.05 .92 1.13 


While the haul of the Seaboard from the junction to 
Ellenboro is much less than the hauls to the consum- 
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ing points, the division to the Seaboard is greater. On 
all of this coal billed to Ellenboro and reconsigned and 
consumed at the other points named, the Ellenboro divi- 
sion of $1.16 is received by the Seaboard. This coal 
moves over the Clinchfield Railway on a revenue way- 
bill reading to Bostic, final destination Ellenboro. Upon 
the arrival of the coal at Bostic, it is “reconsigned” by 
the agent to the various points of actual consumption, 
and the agent at Bostic takes into his accounts the El- 
lenboro waybills, and issues from that point what are 
known as company deadhead waybills. That agent pays 
to the Clinchfield Railway its division of 99 cents of the 
Ellenboro rate. The coal is moved from Bostic through 
Ellenboro in through trains without stopping at that 
point. There is nothing in the entire transaction to in- 
dicate that the coal was at any time destined to Ellen- 
boro. except that that point was named in the initial 
waybill. 

Much of the coal purchased by the Coast Line is 
billed to Ridgeland, S. C. It moves via the Clinchfield 
Railway to Spartanburg, S. C., then via the Charleston 
Railway, which is controlled by the Coast Line, to Yemas- 
see, S. C., where it is delivered to the Coast Line. Ridge- 
land is a small town of a few hundred inhabitants, and 
is located 16 miles from Yemassee, the junction point. 
Upon the arrival of the coal at Ridgeland the shipment 
is rebilled to Savannah, Ga., where most of it is con- 
sumed, and the balance is again rebilled to Waycross, 
Ga., Jacksonville, or Sanford, Fla. Practically all of this 
so-called Clinchfield coal is used at the above-mentioned 
four points. The distances from the junction at Yemas- 
see to Ridgeland, Savannah, and Jacksonville, together 
with the joint rates and divisions from the mines to these 
points, are shown below. The same data are not shown 
for Waycross, Ga., and Sanford, Fla., because division 
sheets of record do not show the divisions for these 
points: 


Miles from Rateper C.,C.&0. C.&W.C. A.C. L. 


junction. ton. division. division. division. 
Ridgeland .... 16 $2.40 74.1 70.9 95.0 
Savannah .... 53 2.10 100.4 89.3 20.3 
Jacksonville ..218 2.35 84.1 74.7 76.2 


On the coal billed to Ridgeland. although the haul 
of the Coast Line is much shorter than to Savannah and 
Jacksonville, the division to the Coast Line is much 
greater. On all of the coal billed to Ridgeland, but re- 
billed and actually consumed at other points, the Ridge- 
land division of 95 cents is received by the Coast Line. 
The revenue waybill accompanying such coal from the 
mines to Ridgeland purports to show a charge for the 
Coast Line haul from Yemassee to Ridgeland, but this 
charge is later canceled by the auditor. 

The agent at Ridgeland, and not the agent at the 
junction as in the case of the Seaboard, takes into his 
accounts the inbound waybill, pays the Clinchfield its 
division, and issues the deadhead waybills from Ridge- 
land to Savannah, but the coal passes through Ridgeland 
in through trains, stopping only long enough to permit 
the conductor to exchange waybills with the agent. No 
cars are ever cut out of the trains or set on sidings at 
that point. 

The coal purchased by the Charleston Railway is 
all billed to Roebuck, S. C.. a village of less than 100 in- 
habitants. This coal is transported by the Clinchfield 
road to Spartanburg, the junction, and there delivered 
to the Charleston Railway, rebilled to Roebuck, which is 
7 miles beyond. The through rate from point of origin 
to Roebuck is $2.10, of which the Clinchfield Railway, 
for its haul of 242 miles, secures a division of 97% cents, 
whereas the Charleston Railway, for its haul of 7 miles, 
receives a division of $1.121%4. None of this coal is con- 
sumed at Roebuck. but at points farther along. the line, 
such as Laurens, Greenwood and Augusta. The distances 
from Spartanburg, the junction point, to Roebuck, the 
billing point, and to the three points of consumption, to- 
gether with the joint rates and division from the mines 
to these points, are shown below. 


Miles from Rateper C.,C.&0. C.& W.C. 
Stations. junction. on. division. division. 
NE vg sc cowed s ob 6.7 $2.10 $0.97% $1.12% 
DIE riche chan tdeces 38.8 2.10 1.25 .85 
Greenwood .......... 66.2 2.10 1.39 oun 
PE: .diiciascicuse 133.8 2.20 1.20 1.00 


While the haul to Roebuck is much less than to the 
consuming points, the division accruing to the Charles- 
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ton Railway on the former haul is much greater than 
on the latter. Upon the arrival of the coal at Spartan- 
burg, the junction point, the yardmaster advises’ the 
agent at Roebuck of the actual destination of the coal, 
and it is rebilled by the Roebuck agent to those points. 
On all the coal billed to Roebuck, but rebilled to and 
consumed at other points, the Roebuck division of $1.12% 
is received by the Charleston Railway. The revenue 
waybill accompanying such coal from the mines to Roe- 
buck purports to show a charge for the haul of tthe 
Charleston Railway from Spartanburg to Roebuck, but 
this charge is later canceled by the auditor. The Clinch- 
field Railway is paid its division by the Roebuck agent, 
and he secures relief from his auditor in the usual man- 
ner, 

1. It is well settled that the character and nature 
of the movement of the traffic, that is, whether the move- 
ment is a through or local movement, and not the mere 
accidents of billing, determine the nature of the commerce 
and the rate applicable. Southern Pacific ®erminal Co. 
vs. I. C. C., 219 U. S., 498; Ohio R. R..Commission vs. 
Worthington, 225 U. S. 101; T. & N. ©. vs. Sabine Tram 
Co., 227 U. S., 111; Baer Bros vs. D. & R. G. R. R., 233 
U. S., 479; R. R. Commission of La. vs. T. & P. R. R., 229 
U. S., 336; Ill. Cent. RK. R. vs. La. R. R. Commission, 236 
U. S., 157; Kamotex Refining Co. vs. A.. T. & S. F. Ry. 
Co., 24eRC. C., 271 (The Traffic World, June 26, 1915, p. 


_ 4389). é 


Clearly the fuel coal here considered was at one time 
actually destined to the billed destinations such as Roe- 
buck, Ellenboro and Ridgeland, but was in fact, destined 
to and intended for use at various points of consumption, 
to which it was reconsigned and transported. In fact, 
the respondents’ argument that the abnormal divisions 
received on fuel coal are fair, since the coal is always 
destined to points beyond the billed destinations, carries 
with it an admission that the billed destinations are 
fictitious. 

It follows that the joint through rates and divisions 
of the joint through rates applicable to the various points 
of actual destination were the proper rates and divisions 
to be applied. 

In so deciding we are not unmindful of the principle 
that a carrier may transport its own faterial free of 
charge over its own line. Therefore, we must not be 
understood to hold that carriers may not, if they so de- 
sire, and by proper handling, take possession of the coal 
at the junction point and transport it free over their 
entire line. However, if this is done, the local rate as 
the lawfully published proportional rate up to the june: 
tion points must be paid. This method has much to 
commend it not only for fuel coal, but for all so-called 
company material. 

2. The railroad company as a shipper or consignee 
is entitled to the same consideration as any commercial 
shipper or consignee, and no more, and this is true when 
the shipment moves partly over the rails of the carrier, 
that is in fact the shipper or consignee. It necessarily 
follows that in such cases the carrier is entitled to a 
division of the joint through rate. But that division must 
be fixed by the same considerations which would deter- 
mine the divisions upon through commercial shipments 
in which the railroads have no other interest than that 
of a carrier. It is contended by the defendants, and par- 
ticularly by the Clinchfield Railway, that the divisions 
to the various billing points are determined by these 
considerations and no others, but this contention is not 
borne out by the admitted facts in the record. 

In order to make clear the discriminations result- 
ing from the use of rates and divisions applicable to fic- 
titious billed destinations on coal destined and _ trans- 
ported to a point beyond we will consider the coal billed 
to Roebuck, which was used for purposes of illustration 
by counsel for the respondents. 


As has heretofore been pointed out, the junction be- 
tween the Clinchfield Railway and the Charleston Rail- 
way is Spartanburg, and the billing station, Roebuck, is 
the first station beyond the junction, and is about7 miles 
distant therefrom. The rate on coal from the mines to 
Roebuck is $2.10, and the divisions now in effect give 
to the Clinchfield Railway for its haul of 242 miles 97% 
cents, and to the Charleston Railway for its haul of 7 miles 
$1.12%. It is contended, and for purposes of argument 
we will assume, that the Charleston Railway controls 
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free from competition all traffic to Roebuck, and is there- 
fore in a position to demand and secure a large division 
of the joint rate. However, respondents admit that 
the same conditions found at Roebuck exist at points be- 
tween Roebuck and Laurens, something over 34 miles be- 
yond Roebuck, with the exception, of course, that the 
haul to the latter points is longer, which would under 
ordinary circumstances tend to make the divisions to 
the, Charleston Railway higher to those points. 

On commercial coal destined to Laurens the rate 
is $2.10 per ton, and the division to the Charleston Rail- 
way is 85 cents. On fuel coal billed to Roebuck, but 
destined to Laurens, and actually transported to that point, 
the division to the Charleston Railway is $1.12%. Mani- 
festly the service rendered by the Charleston Railway be- 
yond the junction must be considered of equal value to 
itself as shipper, and to commercial shippers. Therefore, 
the cost of transportation to the junction, Spartanburg, 
is the important factor in the through rate to Laurens, 
and from this standpoint the Charleston Railway as a 
shipper pays 271% cents per ton less than the commer- 
cial shipper pays for the transportation of his coal to 
Laurens. There is a resulting discrimination, such as 
was condemned in the Restricted Rates case, supra. 

But respondents contend that the Roebuck division 
of $1.1214 to the Charleston Railway is a division to the 
average point of consumption and cannot be properly 
regarded as the division to any one consuming point. 
It is explained that this division was determined by, and 
should be considered in the light of, the fact that the 
coal billed to Roebuck is actually destined to various 
points of consumption of an average distance of 96.54 
miles beyond, and that the Charleston Railway is en- 
titled to compensation for the haul beyond Roebuck at 
least sufficient to cover the cost of hauling, which is 
estimated at 3 mills per ton per mile. We will assume 
for the moment that this is a fair view to take of the 
matter, since it is the justification chiefly relied upon 
by the respondents for the abnormal divisions received 
on coal billed to Roebuck. Moores is the station next 
beyond Roebuck and takes the same through rate from 
the mines, $2.10 per ton. Of the Moores rate the Charles- 
ton Railway receives a division of 85 cents. In view 
of the method of handling fuel coal shipments these divi- 
sions of the Moores rate have been applied only on com- 
mercial business. Respondents state that because of this 
fact it may be assumed that the Moores division is a 
bona fide and proper one, and that if this division were 
applied to Roebuck it would not be open to criticism. 
Assuming, then, that 85 cents would be fair and reason- 
able to Roebuck, and adding 3 mills per ton per mile 
to Laurens, we find that the division to the Charleston 
Railway on fuel coal to Laurens would be 94% cents, 
whereas the division on commercial coal is 85 cents. The 
discrimination against the commercial shipper is appar- 
ent. It is equally apparent that even if the division of 
$1.1214 applied to Roebuck were a proper average divi- 
sion to the various points of consumption, such a system 
of fixing divisions would result in discriminations in favor 
of the carrier against commercial shippers, at least at 
certain points. However, the Roebuck division is not a 
proper average division. This is evident when we re- 
member that the basic division of 85 cents, which is as- 
sumed to be fair to Roebuck, is ‘influenced by the fact 
that the Charleston Railway has no competition to this 
point, whereas to many of the consuming points there is 
competition. 

The carriers admit that the exceedingly large divi- 
sions to the Charleston Railway on shipments to Roebuck 
are influenced by the fact that the Charleston Railway is 
able to route the coal from mines, that is, able to 
place orders for the coal in one mine or another, as it 
sees fit. This is clearly a prerogative of the Charleston 
Railway as a shipper, and not as a carrier, and this 
statement by the respondents amounts to an admission 
that the high division to Roebuck is influenced by the 
fact that the Charleston Railway is a shipper. We have 
taken Roebuck as illustravtie only because that point 
was taken by the respondents. The same facts and dis- 
crepancies in the arguments which are here pointed out 
apply with equal force to other points on the other roads. 

The contention that the division to Roebuck, which is 
admittedly abnormal, is a fair division because arrived 
at in view of the average cost of the additional haul 











482 


beyond Roebuck to points of actual consumption, has 
been analyzed in detail, because it was so much em- 
phasized by the respondents in their briefs. This con- 
tention, however, does not impress us as having any 
merit. As stated, such a basis of establishing the divi- 
sion to the billing point is necessarily discriminatory in its 
operation and furthermore, as indicated, an examination of 
the divisions in effect demonstrates that the respondents 
have not arrived at the average division by the method 
which they describe. The most conclusive answer to this 
contention, however, is that it concedes that the billed 
destination is not in fact the real destination. If carriers 
may receive divisions out of the rates on their fuel coal 
based upon fictitious destinations, then, of course, there 
is no limit to the extent to which they may discriminate 
in their own favor and against commercial shippers. 

3. The main contention of the carriers, both the hear- 
ing and in their briefs, is that under the law they have 
the undoubted right to fake such divisions of their joint 
rates as they see fit, and to raise or lower their j#ivi- 
sions at will. In other words, it is contended that in 
the absence of disagreement between the participating 
carriers the Commission has no jurisdiction over divi- 
sions. This statement of the carriers’ rights relative 
to such divisions is much too broad. Generally speak- 
ing, the public and this Commission are interested only 
in the total freight charge, and not necessarily in the 
division of such charge. between the participating car- 
riers. The fundamental purpose of the act, to stamp 
out all discriminations and concessions and place all ship- 
pers on equality, must, however, be borne in mind, and 
if we find, as in this case, that one of the carriers is in 
fact a shipper, the payment of a special and abnormal 
division partakes greatly of the nature of a rebate and 
challenges our careful attention. We have heretofore, 
when such facts have been presented to us, at all times 
exercised jurisdiction over divisions, and our views on 
this point have been sustained by the United States 
Supreme Court. 

In the -Matter Divisions of Joint Rates for Trans- 
portation of Coal to Points in North Carolina from points 
in Other States. 22 I. C. C., 53 (The Traffic World, Dec. 
16, 1911 p. 1020), the Commission said: 

It has often been said by this Commission that the law has 
no concern with the divisions of rates which carriers make by 
agreement with each other; but this principle has very de- 
cided limitations, If a railroad is a shipper, or is owned by a 
shipper, or is so linked up with a shipper that a division of a 
rate means a rebate or a discrimination in favor of or an ad- 
vantage to a shipper, the Commission may properly look into 
the nature of the service which the carrier gives and the divi- 
sion which it receives. 


In the Galveston Wharf Co. case, 23 I. C. C., 523 
(sic), the Commission found that the terminal company 
was enjoying a preference in its division of through rates, 
and said (p. 547): 


We shall expect the parties in interest to confer with re- 
spect to the readjustment of the divisions of the Texas City 
Terminal Co. and promptly:to lay before us a schedule of new 
divisions in compliance with what was here said. If it shall 
prove to be necessary, an order will be entered by the Com- 
mission fixing the divisions at Texas City, in otherwise giving 
effect to the conclusions that we have reached. 


In the case of the Commercial Club of Duluth vs. 
B. & O. R. R., 27 I. C. C., 639 (The Traffic World, July 
26, 1913, p. 195), the Commission said (p. 656): 


And in opposition to Duluth’s contention that the differen- 
tials applying to the twin cities are not remunerative to the 
northwestern lines, the twin cities take the position that those 
differentials are a part of through rates that have been approved 
by the Commission as reasonable rates to the twin cities, and 
that neither the public nor the Commission is therefore in- 
terested in the divisions that the carriers may make of the 
rates among themselves. Ordinarily we are not concerned in 
the divisions of joint through rates, and this has been said 
by the Commission in numerous cases. The language used, 
however, in all these reports indicates that the Commission 
was well aware of the fact that the divisions of the through 
rates in particular instances might be of importance and might 
be ~ means of effecting undue discriminations. This is the 
case here. 


To like effect are the Commission’s decisions in Manu- 
facturers Ry. Co. vs. St. L., I. M. & S., 28 I. G. C.. 53 
(The Traffic World, Aug. 9, 1913, p. 301) and In the Mat- 
ter of Transportation of Company Material, 22 I. C. C., 439 
(The Traffic World, Feb. 24, 1912, p. 321). 

The Supreme Court of the United States in the so- 
called Tap Line cases, 234 U. S., 1, 28-29, held: 
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Because we reached the conclusion that the tap lines in- 
volved in these appeals are common carriers, as well of pro- 
prietary as nonproprietary traffic, and as such entitled to par- 
ticipate in joint rates with other common carriers, that deter- 
mination falls far short of deciding—indeed, does not at all 
decide—that the division of such joint rates may be made at 
the will of the carriers involved and without any power of the 
Commission to control... That body has the authority, and it is 
its duty, to reach all unlawful discriminatory practices result- 
ing in favoritism and unfair advantages to particular shippers 
or carriers. It is not only within its power, but the law makes 
it the duty of the Commission to make orders which shall 
nullify such practices resulting in rebating or preference, what- 
ever form they take and in whatsoever guise they may appear. 
If the divisions of joint rates are such as to amount to rebates 
or discriminations in favor of the owners of the tap lines 
because of their disproportionate amount in view of the services 
rendered, it is within the province of the Commission to reduce 
the amount so that a tap line shall receive just compensation 
only for what it actually does. 


Therefore, the Commission has the undoubted right 
where, as in this case, one of the carriers is, in fact. a 
shipper, to inquire into the reasonableness of the divi- 
sions received by it and fix proper ones. This was done 
recently in the supplemental order in the so-called Tap 
Line case. 31 I. C. C., 490 (The Traffic World, Aug. 29, 
1914, p. 451). 

The record does not contain data sufficient to enable 
us to fix divisions on fuel coal here involved, but in view 
of the fact that the divisions in effect at all points except 
those to which the fuel cost is billed, such as Roebuck, 
Ellenboro and Ridgeland, were fixed by the carriers as 
a result of competitive conditions, and not because 
of the fuel coal tonnage, we will assume that they are 
proper ones, and for the present accept them as such. 
It is clear that the divisions to Roebuck, Ellenboro, 
Ridgeland and other fuel coal billing points are en- 
tirely out of line with other divisions. We therefore 
hold that they must be changed, and the amount 
thereof determined by the same considerations which 
control the fixing of divisions on commercial coal to 
points similarly situated. 

4. As pointed out in the early part of this report, 
the divisions applicable on fuel coal traffic are, in ef- 
fect, rates, and there is good reason why they should 
be published by filling with the Commission and open 
to public inspection. 

Section 6 of the Act to regulate commerce provides 
that all rates, fares, and charges shall be published, 
and also “all other charges which the Commission may 
require, all privileges or facilities granted or allowed, 
and any rules or regulations which in anywise change, 
affect or determine any part or the aggregate of such 
aforesaid rates, fares, and charges or the value of 
the services rendered to the passenger, shipper, or con- 
signee,’ must be likewise published. 

While section 6 does not in express terms require 
the publication of allowances made to shippers under 
section 15, yet the courts have held that, in view 
of the broad prohibtions of the Elkins act and the 
broad requirements of section 6, allowances made to 
a shipper, even though reasonable in amount, are un- 
lawful rebates unless published. United States vs. C. 
& A. R. R. Co., 148 Fed., 646; Langdon vs. P. R. R. 
Co., 194 Fed.,. 436; Mitchell vs. P. R. R. Co., 230 U. 
S., 247. It is the view of the Commission that the pro- 
visions of section 6 as clearly require the publication 
of divisions received by a consuming carrier out of the 
joint rates applicable on its supply coal as they re- 
quire the publication of allowances made to shippers 
under section 15. This does not mean that such divi- 
sions paid to a consuming carrier are deemed to be 
allowances, since the consuming carrier concurs in 
the joint rates, and the divisions paid, therefore, are 
paid to it in its capacity as a carrier and not as a 
shipper. It is obvious, however, that when a consum- 
ing carrier receives such special divisions as_ this 
record discloses, it receives, improperly, in addition to 
a fair division due it as a carrier, an added amount 
owing to its control over the routing of such traf- 
fic. For the above reasons it is the ‘conclusion of 
the Commission that such divisions received by the con- 
suming carrier should be filed. As was pointed out 
in Mitchell Coal Co. vs. P. R. R. Co., 230 U. S., 262, 
even before the passage of the Elkins act the Com- 
mission was empowered to issue a_ general order 
requiring the publication of pyaments by a carrier to 
a shipper, which indirectly had the effect of reducing 
the transportation charges. In order that the con- 
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clusions reached in this case may be given general 
application, such an order will be issued by the Com- 
mission regarding divisions received by consuming Car- 
riers out of joint rates in which they concur applicable 
upon their fuel supply. 

It might be assumed by carriers that a proper 
method of avoiding the duty above outlined would 
be to have their fuel supply consigned not to them- 
selves but to the company from which they purchased 
it, at a point on their line. To avoid misunderstand- 
ing, it seems proper to point out that it has been 
definitely settled that the determining factor is not 
whether the person who receives an unpublished re- 
fund out of the rate is directly connected with the 
shipment. but whether that person controls its rout- 
ing. U. S. vs. D., L. & W., 152 Fed., 268; U. 8. va. 
Milwaukee Refrigerator Transit Co., 145 Fed., 1007; 
U. S. vs. Lehigh Valley R. Co., 222 Fed. 685. Of 
course the consuming carrier of fuel coal absolutely 
determines upon what originating line it shall be pur- 
chased.” To that extent it controls the routing, and 
thus controls the inducement by which to secure spe- 
cial divisions out of the rates applicable on such 
coal. Whether such carrier appears on the billing is 
obviously immaterial. It is the view of the Commis- 
sion that in all cases where a carrier receives divisions 
out of joint rates applicable upon shipments of coal in- 
tended for its use such divisions must be filed with the 
Commission on or before the date of their taking effect, 
together with a statement of the facts upon which the 
earrier relies in justifying the amount of the division. 
All such divisions will be subject to our careful scrutiny, 
and frequent or precipitate changes in the amounts of 
the divisions will require clear explanation. 

The question of the proper method of handling fuel- 
coal rates and divisions is an old one and the Commission 
is impressed with the fact that some of the carriers have 
not endeavored to meet the views heretofore announced. 
We shall therefore look with great care to the steps 
taken by the carriers to meet the views herein set forth, 
and the next time we have to deal with a situation like 
that here presented we will do so under the criminal 
provisions of the act. An order in accordance with this 
opinion will issue. 


INCREASE ON BALED STRAW 


1. AND S. NO. 575 (36 I. C. C., 30-34) 

STRAW RATES FROM ST. LOUIS, MO., AND OTHER 

POINTS TO ANDERSON, IND., AND OTHER POINTS. 
Submitted May 5, 1915. Decided July 27, 1915. 

1. Proposed increases in respondents’ commodity rates on baled 
straw in carloads from and to points in Central Freight 
Association territory, found not justified and suspended 
schedules required to be canceled. Rates not in excess of 
those found reasonable in this report permitted to be es- 


tablished. ' ; 
®. Change from a per car to a per 100 pounds basis proposed, 


found justified. 


S. O. Pickens, W. W. Collin, Jr., and E. L. Ballard for 
Pittsburgh, Cincinnati, Chicago & St. Louis Railway Co., Penn- 
sylvania Co. and Vandalia Railroad Co.; C. P. Stewart, W._W. 
Collin, Jr., and E. L. Ballard for Cleveland, Cincinnati, Chi- 
cago & St. Louis Railway Co.; C. P. Stewart and E. L; Ballard 
for Cincinnati Northern Railroad Co.; C. P. Stewart for Illinois 
Central Railroad Co.; W. C. McLaughlin for Baltimore & Ohio 
Southwestern Railroad Co. and Cincinnati, Hamilton & Day- 
ton Railroad Co.: D. P. Connell and E. L. Ballard for Toledo 
& Ohio Central Railroad Co.; E. Brooker for Erie Railroad Co.; 
H. E. Watts, W. W. Collin, Jr., and E. L. Ballard for Wabash 
Railroad Co.; Isaac Born, A. B. Cronk and W. H. Bell for 
American Strawboard Co.; Isaac Born, A. B. Cronk and J. L. 
Roberts for H. F. Watson Co.; Isaac Born and A. B. Cronk 
for LaFayette Boxboard and Paper Co. and various other 
protestants. 


BY THE COMMISSION: 


By schedules filed to take effect at various dates be- 
tween Jan. 1, 1915, and Feb. 2, 1915, respondents pro- 
posed increased carload rates on baled straw from and to 
various points in Central Freight Association territory. 
Upon protest by the American Straw Board Co., the La 
Fayette Box Board & Paper Co. and numerous other straw- 
board mills operating in Central Freight Association ter- 
ritory, the schedules were suspended until May 1, 1915, 
and later until Nov. 1, 1915. 

The Official Classification rates baled straw in car- 
loads fifth class, which rating also is carried within 
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Central Freight Association territory, except where the 
commodity rates involved apply. A scale of commodity 
rates applies to points at which strawboard mills are 
located, and to intermediate points when necessary to avoid 
violations of the rules of the fourth section of the act. 
This scale is based on a fixed charge per car 38 feet 6 inches 
long, or under, for a 50-mile haul, plus $1 for each addi- 
tional 25 miles. For cars exceeding 38 feet 6 inches in 
length, but not exceeding 45 feet 6 inches, the basic charge 
is 138 per cent of the charge for 38-foot 6-inch cars, and 
for cars exceeding 45 feet 6 inches, 150 per cent of the 
charge for 38-foot 6-inch cars. 


Immediately prior to the recent increase in rates au- 
thorized in The Five Per Cent case, 31 I. C. C., 351 (Daily 
Traffic World, Aug. 3, 1914), the basic charge was $7 per 
car. It is now $7 plus 5 per cent of $7. This rate struc- 
ture has been in effect more or less generally since 1890, 
although protestants assert that the basic charge previous 
to 1906 did not exceed $6 per car, and that when the rates 
were first established the basic charge in some instances 
was only $5 per car. The present rates represent material 
increases over the rates originally established. The sus- 
pended schedules embody an attempt by a few of the 
earriers parties to them to apply the fifth-class basis to 
all movements of straw over their lines. In general, how- 
ever, the rates proposed are made on a mileage scale, and 
approximate the sixth-class basis. They are published in 
cents per 100 pounds subject to the classification minimum 
provided for cars of different dimensions, 20,000 pounds 
for a standard ear. The sixth-class basis thus proposed 
represents increases over the present per car rates rang- 
ing from about 20 per cent for hauls of 400 miles or 500 
miles to 80 per cent for short hauls. Protestants object 
particularly to the proposed change to an actual weight 
basis, which they believe would result in a further radical 
change in the charges to which the traffic would be sub- 
jected. 

Straw is the basic raw material of strawboard. Some- 
times it is bought in the stack and baled by the mills, but 
generally it is bought in bales. If the fiber is sound the 
deterioration of the straw does not render it unfit for use 
for strawboard. The selected straw from the stack is sold 
largely for other commercial purposes, while the less de- 
sirable portions, including wet straw, may be disposed of to 
the strawboard mills. Partly for this reason, but prin- 
cipally because bales of straw awaiting shipment seldom 
are protected from the weather, most of the straw shipped 
to strawpoard mills contains more or less moisture. Prot- 
estants assert that in extreme instances the water absorbed 
weighs three times as much as the absorbing straw and 
that tests made of shipments during the wet season show 
an average of about 5,000 pounds of water in a carload of 
straw. On the per car basis of rates the shipper pays no 
transportation charges for this additional weight of water, 
while under the proposed rate basis he would, as the 
charges would be assessed on the basis of actual weight. 
Protestants insist that the per car basis was established 
originally because of the inability of carriers to furnish 
cars for the movement of straw during the dry season, as 
their equipment was fully utilized during the dry season in 
the movement of grain and more valuable commodities. 
The desire of the carriers to relieve shippers of the pay- 
ment of charges for the transportation of the water con- 
tained in a low-grade commodity like straw is said also to 
have influenced the carriers to establish a per car basis of 
rates. Protestants assert that there has been no change 
in the conditions described. 

Respondents state that, except for commodity rates on 
baled straw, per car rates have been entirely eliminated in 
Central Freight Association territory; that no weight de- 
duction or allowance is made on account of moisture for 
shipments of hay or of straw moving under the classifica- 
tion basis, and that no such allowances are made for any 
commodities except for cinders and like commodities which 
must be shipped wet. 

We cannot refuse to approve a rate basis which seeks 
merely to secure for the carriers a fair return in trans- 
portation charges on all tonnage actually hauled and to 
supplant a rate basis which has failed of this effect. The 
basis proposed is the basis employed generally in other 
classification territories. Sheds or other means of pro- 
tection would prevent the excessive absorption of moisture 
described. Such protection is not afforded because of the 
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low value of straw. Shippers, however, may not shift the 
expense of affording such protection for their shipment to 
the carriers. Upon the facts disclosed we find that re- 
spondents have justified the change proposed from a per 
car basis to a per 100 pounds basis of rates. 

There are apparently about 30 different points in 
Central Freight Association territory where strawboard 
mills are operated. Protestants state that the average haul 
on interstate shipments of straw to these points ranges 
from about 100 miles to about 140 miles. The great bulk 
of the tonnage, however, moves intrastate for even shorter 
distances. When the schedules under suspension were 
filed, corresponding increases also were made in most of 
the intrastate rates in this territory. However, the intra- 
state rates proposed have been withdrawn voluntarily by 
the carriers or suspended by state commissions pending 
the deterfhination of this proceeding. Protestants con- 
tend in part that the present rates were established under 
an agreement with the carriers and to induce the erection 
of strawboard mills, but such considerations are not con- 
clusive of the issue before us. 


A ton of strawboard costs about $20 to manufacture. 
Formerly strawboard sold as high as $40 a ton, but at 
present sells for $20 a ton. A few of the mills involved 
have earned something during recent years, but many 
more have declared no dividends and have accumulated 
no surplus. No new mills have been erected within 
the past 10 years, and a number of mills have closed 
down and gone into receivers’ hands. The situation ap- 
pears to be due to the increased use of chip board, an 
article made of scrap paper, which costs less to put 
on the market, as the chip-board mills are located in the 
larger cities and have the double advantage of proximity 
to the market for their product and of low cost of raw 
materials. Less than 6 per cent of the board used to-day 
is made of straw apparently as compared with 80 per 
cent 20 years ago. It is not asserted, however, that the 
present financial condition of the mills involved is at- 
tributable to excessive freight rates. 


From 1% tons to 2 tons of straw are required for 
1 ton of board. Protestants insist that the carriers de- 
rive large revenues from the movement of strawboard 
from their plants, and that by analogy to the principle 
of milling-in-transit rates the carriers’ revenues on the 
finished product may not be disregarded in considering 
the rates on the raw material to the mills The pro- 
spective revenues from outbound shipments of board ad- 
mittedly influenced respondents to establish the per car 
rates involved. Some of the carriers maintain that the 
question of their revenues from the haul of the outbound 
product is a matter entirely independent of the question 
of what rates may properly be charged on straw to the 
mills. Others, however, insist that lower rates than fifth 
class rates on straw inbound to strawboard mills can 
be justified only on the theory advocated by protestants 
and that the rates proposed therefor will do what pro- 
testants demand. Strawboard moves in the territory in- 
volved at rates approximating 83 1-3 per cent of the sixth 
class rates, or lower rates than the proposed rates on 
straw. Generally, manufactured products bear higher 
transportation rates than the raw materials, although 
there are exceptions to the rule. A ton of board is said 
to be worth about four times the value of a ton of baled 
straw and board loads on an average 53,000 pounds per 
car in comparison with an average of a little over 20,000 
pounds of straw. 


Respondents cite our allusion in the Five Per Cent 
case, supra, to conditions in Central Freight Association 
territory and our suggestion that unremunerative rates 
be put upon a proper basis. They contend that investi- 
gation showed the rates involved to be among their low- 
est rates and that the increased rates proposed are neces- 
sary to render them remunerative. Per car revenues for 
hauls of varying distances are shown as supporting this 
contention. 


Upon all of the facts of record we find that respond- 
ents have not justified the rates proposed in the schedules 
under suspension. However, certain increases in present 
rates should be allowed. The basic charge per car for 
50 miles is less than some switching charges. Reason- 
able rates should not exceed the rates stated in the fol- 
loiwng table, subject to the classification provisions rela- 
tive to minimum weights: 
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Cents Cents 

per 100 per 100 

Distances, pounds. Distances, pounds. 
25 miles and under..... 4 175 miles and over 150... 7 

50 miles and over 25... 4% 200 miles and over 175... 7% 
75 miles and over 50... 5 225 miles and over 200... 8 

100 miles and over 75... 5% 250 miles and over 225... 8% 
125 miles and over 100... 6 275 miles and over 250... 9 

150 miles and over 125... 6% 300 miles and over 275... 9% 


The record shows that there is no present necessity 
for commodity rates on straw to Lima, Dayton and ‘Tiffin, 
O., as no mills are now in operation at these points. In 
reissuing their tariffs, in conformity with our findings 
herein, respondents may provide for the cancellation of 
the present commodity rates to these points. 

An order will be entered directing the cancellation 
of the suspended schedules. 


ROCK ISLAND REPORT 


CASE NO. 6834 (36 I. C. C., 43-61) 
IN RE FINANCIAL TRANSACTIONS, HISTORY AND 
OPERATION OF THE CHICAGO, ROCK ISLAND & 
PACIFIC RAILWAY CO. 
Submitted June 5, 1915. Decided July 31, 1915. 


M. L. Bell and White & Case for Chicago, Rock Island & 
Pacific Railway Co.; Roberts Walker for the Rock Island Co. 
of New Jersey and Chicago, Rock Island & Pacific Railroad Co. 
of Iowa; Walker D. Hines for L. F. Loree; Samuel Unter- 
myer for Protective Committee of Stockholders of the Chicago, 
Rock Island & Pacific Railway Co.; Silas H. Strawn for Robert 
B. McLain, George E. Scott and S. M. Felton. 


BY THE COMMISSION: 

Pursuant to an order entered on April 24, 1914, the 
Commission has investigated the financial transactions, 
history and operation of the Chicago. Rock Island & Pa- 
cific Railway Co., and makes the following report in re- 
spect thereto: 

The initial hearing was held on Oct. 16 and 17, 1914. 
Thereupon the hearing was adjourned until Feb. 25, 1915, 
to enable the accountants of the Commission to complete 
certain investigations suggested by the facts disclosed. On 
that date the hearing was resumed and continued through 
the 25th, 26th and 27th of February. On May 22, 1915, 
the Commission ordered the hearing reopened for the pur- 
pose of further inquiry. Additional hearings were heid 
on June 4 and 5, 1915. 

In 1902 the main line of the Chicago, Rock Island & 
Pacific Railway Co. extended from Chicago to Denver, 
with branch lines to St. Paul, Minneapolis and Kansas 
City. The territory served is one of the richest and most 
prosperous in the country and the system’s ramification 
of branch lines insures to it a large volume of tonnage. 
It was then thriving and its prospects were promising, its 
stock selling in the markets of the world at more than 
$200 a share. In 1914 the shares had fallen to $20 and 
the road is now in receivers’ hands. The evidence shows 
that the earnings of the railway company have steadily 
increased, and that in 1914 they were the largest in its 
history. 

The results of the management, which is the subject 
of this investigation, may be seen from the statement 
above made as to the market value of the stock, and from 
the table below, showing the capitalization, indebtedness 
and operating accounts for the years 1901 and 1914: 


1901. 1914. 
Comte GOO oocccdscicsecocsoveces $49,921,400.00 $74,995,122.50 
Beer rer re Per ree 63,538,000.00 235,246,000.00 
TMGRE DATOS oo cisciec octsseccvssces None. 3,500,000.00 
Operating revenue ......-.eeeeceeee 26,075,574.00 65,848,258.00 
Operating expenses .......cccccsece 17,096,066.00 49,517,948.00 
Interest on funded debt ........... 2,931,980.00 9,931,169.00 
DE, cen cawsieh an akapasceeastee dea 473,962.00 1,881,651.00 
DLE: cc\<¢ccrehaadesaceeaenes 5,306,519.00 395,915.00 
CE. ic nco ginsamekeune sbaeieen wenn 10,263,184.55 6,264,208.84 
eee er rrr ee _ 3,128 5,367 
Mileage operated .....ccccccccccees 3,772 7,729 


Syndicate Control. 


In 1901 Daniel G. Reid, W. H. Moore, J. H. Moore and 
W. B. Leeds purchased about $20,000,000 of stock of the 
company, and by the use of proxies they soon became 
members of the board of directors, W. B. Leeds being 
made president and D. G. Reid chairman of the executive 
committee. This syndicate procured the selection of other 
members of the board of directors, notably F. L. Hine, 


cor 
Co. 
rail 
aft 
as 

spe 
wil 


was 
coll 
$15 
anc 
fer 
the 
tut 
cor 
late 
con 
pen 
full 
upo 
Yor 
sele 
tha 
con 
wel 
to ] 
pro 
pre 
con 
or | 
eac. 
this 
rail 
4 
W 


W. 


mal 
$20, 


August 21, 1915 


George McMurtry and George T. Boggs, each of whom 
appears to have acted and voted in accordance with the 
wishes of the members of the syndicate. One other di- 
rector stated that he knew but little of what was being 
transacted in the affairs of the railway company, and 
that he was a member of so many other boards of di- 
rectors that he had no opportunity to examine into things 
for himself, but had to take the word of those in authority. 
Thus the syndicate controlled the board through the 
directorships held by themselves and by those subject to 
their wishes. 

At a stockholders’ meeting held June 5, 1901, at 
which an increase of the capitalization of from about 
$50,000,000 to approximately $60,000,000 was authorized, 
W. H. Moore was elected a director of the company, and 
at a directors’ meeting held on the same date Daniel G. 
Reid was also elected a director. At the former meeting 
a 10 per cent stock dividend was declared. | On July 31 
W. B. Leeds was elected by the board a director to suc- 
ceed W. A. Nash, resigned. 

On October 24 the articles of incorporation of the 
railway company were amended to provide for an exec- 
utive committee to consist of the president and six di- 
rectors, to be designated by the board, and to be invested 
with all the powers of the board when it was not in ses- 
sion. W. H. Moore and W. B. Leeds were appointed on 
this committee on the day it was created, and on Decem- 
ber 12 following W. B. Leeds succeeded W. G. Purdy as 
president of the railway company. Then D. G. Reid be- 
came a member of the executive committee and J. H. 
Moore a member of the board. On Jan. 30, 1902, J. H. 
Moore was elected by the board to the executive com- 
mittee in place of H. R. Bishop, resigned. The other 
members of the executive committee at this time were 
R. R. Cable, Marshall Field and A. R. Flower. 


On June 4, 1902, the capital stock of the railway com- 
pany was increased to $75,000,000 and the board author- 
ized President Leeds to sell to certain individuals por- 
tions of this increased stock at par, although at the time 
the stock was quoted on the market above 175. 


Organization and Use of Holding Companies. 


In July, 1902, the syndicate organized two holding 
companies, the Chicago, Rock Island & Pacific Railroad 
Co. of Iowa and the Rock Island Co. of New Jersey. The 
railway or operating company will be referred to herein- 
after as the railway company and the holding companies 
as the Iowa company and the New Jersey company, re- 
spectively. The St. Louis & San Francisco Railroad Co. 
will be referred to as the Frisco. 


The authorized capitalization of the Iowa company 
was $125,000,000 in stock and $75,000,000 in 4 per cent 
collateral bonds. That of the New Jersey company was 
$150,000,000 in stock of which: $54,000,000 was preferred 
and $96,000,000 common. In the latter company the pre- 
ferred stock only had voting power to elect directors of 
the first class, which directors under the by-laws consti- 
tuted a majority of the board. The directors of these two 
corporations first elected were merely figureheads, but 
later members of the syndicate became directors of both 
companies and controlled them. The New Jersey com- 


peny and the Iowa company each issued their stock as | 


fully paid, whereas no payment was made on either. Then, 
upon motion of D. G. Reid, the Central Trust Co. of New 
York, of which J. N. Wallace was and is president, was 
selected as trustee, and an arrangement was made with 
that company whereby the entire bond issue of the Iowa 
company and stock issue of the New Jersey company 
were placed with it under an agreement that they were 
to be exchanged for stock of the railway company in the 
proportion of $100 in Iowa company bonds and $70 in 
preferred and $100 in common stock of the New Jersey 
company for each $100 in stock of the railway company, 
or $270 face value of the holding company securities for 
each $100 par value of the railway company stock. Under 
this agreement the members of the syndicate deposited 
railway stock as follows: 


stash. pist Oe Red Reon s beomEReeheel ghee sky $5,915,437.50 
6,118,975.00 


D. G. Reid 
y gr nay 3,059, 262.50 
. H. Moore ’ ,202. 
W. B. Leeds 5,597,100.00 


making a total of $20,690,775, for which they received 
$20,690,775 in the Iowa company’s bonds and the same 
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amount in the common and $14,483,542 in the preferred 
stock of the New Jersey company, a total of $55,865,092. 


The 10 per cent stock dividend declared by the rail- 
way company on June 5, 1901, had the apparently in- 
tended effect of creating a demand for the stock of the 
holding companies, the only revenue of which was from 
dividends on the stock of the railway company, and prac- 
tically all o fthe stockholders of the railway company 
exchanged their stock, the total amount deposited being 
approximately $71,000,000, or all but about $4,000,000 of 
the total railway stock. The par value of the holding com- 
panies’ securities issued in exchange amounted to about 
$191,000,000. 


Under the terms of the trust agreement the railway 
stock deposited was to be held by the trust company as 
collateral to secure the Iowa company’s bonds, and the 
trust company was authorized to sell the railway stock 
upon default of payment of interest on any of the bonds. 

Thus by the organization of the two holding com- 
panies the syndicate, the members of which held but little 
more than one-fourth of the railway stock, secured control 
of and dominated the affairs of this transportation system. 

A significant transaction at this time is that growing 
out of the action of C. H. Venner, a stockholder of the 
railway company. He made demands upon the officers of 
the railway company in December, 1902, and in January, 
1903, for a list of its shareholders. Being ignored he 
instituted on Jan. 31, 1903, a proceding in a state court 
of Illinois to enjoin the organization of the holding com- 
panies and the exchange of railway company stock for 
their securities. In February and March, 1904, the rail- 
way company paid Venner $291,000, ostensibly in consid- 
eration of his delivery to it of securities of the New Jer- 
sey company and of the railway company valued at $91,000 
and stock of the Nebraska Central Railway and of the 
Nebraska Construction Co. of a nominal value of $200,000. 
Thereupon the suit to restrain the holding companies’ 
plan was dismissed. Neither the Nebraska Central Rail- 
way Co. nor the Nebraska Construction Co. had any road 
or other tangible assets, and their stock is therefore con- 
sidered to be without value. The conclusion is obvious 
that the payments to Venner were in consideration of 
his refraining from further prosecuting in the courts his 
opposition to the syndicate plans. The railway company 
incurred in this litigation expenses amounting to about 
$17,000. 


The expense of incorporating the holding companies, 
$218,000 for the Iowa company and $120,000 for the New 
Jersey company, was paid by the railway company, but 
these amounts were returned to it three years later with- 
out interest, the necessary funds having been secured by 
the holding companies from dividends on the stock of the 
railway company. 

Practically the entire expense of renting, fitting up 
and furnishing the quarters occupied by the holding com- 
panies for the first.four years of their existence was 
sustained by the railway company. During the next four 
years, or until 1910, the proportion of this expense borne 
by the holding companies was slightly increased, the 
balance being distributed between the railway company, 
the Frisco, the Chicago & Eastern Illinois Railroad, the 
Evansville & Terre Haute Railroad and the Chicago & 
Alton Railroad. From 1910 to 1914 the expenses of the 
offices were prorated on the basis of 50 per cent to the 
railway company, 374% per cent to the New Jersey com- 
pany, and 12% per cent to the Iowa company. On the 
basis of apportionment adopted in 1910, the overcharge 
paid by the railway company prior to that year would 
amount to approximately $290,000. That amount was im- 
properly diverted from the treasury of the railway com- 
pany. 

Salaries of and Contributions to Officers and Directors. 


The salaries paid to some of the principal officers at 
various periods were as follows: 


Per annum, 
H. U. Mudge, president 
L. F. Loree, chairman executive committee (one-half to 
be paid by the Fisco) 
R. A. Jackson, vice-president and general Solicitor 
R. R. Cable, member of board of directors 
W. B. Leeds, president 
B. L. Winchell, president 
B. F. Yoakum, chairman executive committee 
‘Daniel G. Reid, chairman board of directors 
C. H. Warren, first vice-president 





486 


W. G. Purdy, upon his retirement from the presidency, 
was given two years’ salary at $22,500 per annum. 

Mr. Mudge, president of the railway company and now 
one of the receivers, asserted that the troubles of the 
railway were in a measure due to increase of wages 
and governmental regulations. When asked what wages 
he referred to as being increased he pointed out the 
wages of clerks, telegraph operators, conductors and brake- 
men. While he regarded the wages of these minor em- 
ployes as having partially sapped the financial strength 
of the railway, he declared that the salaries paid to the 
higher officers of the company had no appreciable effect 
on its expenses. 

D. G. Reid upon the witness stand was interrogated 
and answered as follows: 


Question. Mr. Reid, do you think these men earned these 


high salaries? 

Answer. I do not think there is a man who did not earn 
more than ‘he was getting. 

Question. In other words, you defend paying these high 
salaries? : 

Answer. I defend nothing. Here is 8,000 miles of railway; 
a man who can run 8,000 miles of railway is worth all he can 
get. 

Many large contributions were made to officers and 
directors of the railway company. George T. Boggs a 
director and secretary to the board of directors of the 
railway company, and also a director in the two holding 
companies, admitted that he served in these capacities 
merely as a dummy for the syndicate. On the question 


of the rights of the public to have corporate funds of 
common carriers properly applied, he testified as follows: 


Question. Do you consider that the directors of a railway 
company, a public-service corporation, have the right to do 
whatever they please with the money of the railway company? 

Answer. As in their judgment seemed right; yes. 

Question. Did it ever occur to you that the money in the 
treasury of the railway company was the result of taxation of 
the public in passenger and freight tariffs and that the public 
had an interest in the funds in the treasury? f 

Answer. I don’t know that I ever thought of it particularly. 

Question. And that the public had a concern in the funds 
of the railway company not being dissipated in order that they 
might be applied to improvements and betterments and to 
proper purposes? 7" 

Answer. I never considered that they were dissipated. 

Question. And did it ever occur to you that in taking 
money from the treasury of the railway company, a public- 
service corporation, an additional burden was placed upon the 
passenger and freight traffic in order to make good the loss? 

Answer. No; I never thought of it in that light. 

Question. You don’t believe it now, do you? 

Answer. No. 

This opinion was also expressed in effect by other 
officers and directors. It appeared to be the idea of those 
in control of the railway that it was no concern of the 
public what became of the corporate funds so long as 
rates were reasonable. Those stating this opinion appar- 
ently did not take into consideration the fact that if the 
funds derived from transportation services are expended 
wastefully or corruptly the inevitable result must be 
either increased charges in order to enable the railway 
company to obtain money to pay operating expenses, or 
bankruptcy. 

Following are specific instances shown of record of 
the contributions referred to: ; 

J. E. Gorman, first vice-president in charge of freight 
and passenger traffic, was secretly paid $18,750 per an- 
num, making his total compensation $43,750, whereas the 
pay-roll showed $25,000. 

C. A. Morse, chief engineer, received @ salary of $15,- 
000 per annum and a secret bonus of $3,000 on the first of 
each year. 

Upon the retirement of R. A. Jackson as general so- 
licitor, he was given $100,000 in cash. : 

As an inducement to L. F. Loree, chairman of the 
executive committee, to relinquish, after 10 months’ serv- 
ice, a joint contract with the railway company and the 
Frisco under which he was to receive a salary of $75,000 
per annum for a period of 5 years and in addition was 
to be paid a bonus of $500,000 at the expiration of the 
contract, he was given the bonds of the railway company 
of a par value of $450,000. This was equally borne by 
the two companies, and the proportion of the railway 
company was charged to profit and loss. The total amount 
borne by the railway company in this transaction ex- 
ceeded $250,000. 

Cc. H. Warren, vice-president, was given by the rail- 
way company $150,000 in par value of the common and 
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$105,000 in par value of the preferred stock of the New 
Jersey company and $50,000 in cash. There was no board 
authorization for the latter expenditure, the item being 
represented in the records of the railway company merely 
by a voucher signed by D. G. Reid. 

R. R. Cable, a member of the executive committee, 
received from the railway company $30,000 in bonds of 
the Iowa company, then worth $24,500, for his services 
in the acquisition of the Burlington, Cedar Rapids & 
Northern Railway Co., and he was paid by the latter 
company $85,000 in the same transaction. Mr. Cable also 
received another contribution, which will be referred to 
later. 

esa Mather, vice-president, was given $25,000 in 
cash. 

George T. Boggs, director and secretary of the board 
of directors of the railway company, was given $15,000 
in cash when he retired from the secretaryship of the 
railway company. 

As hereinbefore indicated, when the capital stock of 
the railway company was increased to $75,000,000, shares 
of the par value of $880,500 were placed in the name 
of the president, to be thereafter distributed in accordance 
with the following resolution of the executive committee 
passed at a meeting held in New York, July 1, 1902: 


Resolved, That such portion as the president may determine 
of the shares of the increased capital stock of the company 
not required for the purpose of the foregoing resolutions shall 
be disposed of at part by the president for the benefit of such 
pene of the company as the president shall elect and de- 
ermine. 


This stock was later exchanged for securities of the 
Iowa and New Jersey companies in the same manner as 
was stock of the stockholders of the railway company. 

Following this exchange R. R. Cable received securi- 
ties of a market value of $368,300, for which he paid 
$200,000. 

H. A. Parker, first vice-president, received securities 
then worth $27,900. for which he paid but $15,000. 

Robert Mather received securities of a market value 
of $145,912 above his payments thérefor. 


The contributions to officials of the railway company 
in excess of their salaries aggregated about a million 
dollars. 

Irregular Voucher Payments. 


Unexplained vouchers for amounts aggregating $72,- 
523.45 were disbursed to the officers of the railway com- 
pany for purposes not clearly defined. One such voucher 
for $6,823.12 was drawn apparently to reimburse W. H. 
Moore for losses sustained by him in “supporting the mar- 
ket while bonds of the railway company were being sold.” 
The voucher was certified by D. G. Reid, “for the benefit 
of the railway company.” No papers were attached to 
the voucher and no other information was available with 
respect to the disbursement. 

Another voucher in favor of the Liberty National 
Bank of New York City, in exchange for a cashier’s check 
issued to Robert Mather for $25,000, is charged to “gen- 
eral expenses” under “operating expenses.” This voucher 
refers to a nfiscellaneous file shown by the index thereto 
to have comprehended “contributions to campaign com- 
mittee.” The file, however. was not produced, and a 
diligent effort on the part of the accountants to secure 
it was unavailing. Without this file it is impossible to 
state the purpose for which the money was expended, but 
the generalization “contributions to campaign committee,” 
in the light of the practices indulged in by the syndicate 
in question, is clearly suggestive. 


The books of the railway company reveal payments 
aggregating $44,066.05 to the Denver Post. The vouchers 
attached read, “for advertising in editorial and news col- 
umns.” Other entries show that three of these vouchers, 
aggregating $20,000, cover a refund that this newspaper 
received at the rate of 25 cents per hundred on its freight 
carried over the lines of the railway company from points 
in Wisconsin. 

Another voucher is for $50,000 to S: M. Felton, for 
the railway’s proportion of amount “paid by E. H. Har- 
riman and his associates for money expended by them to 
secure the discontinuance of a line of road being con- 
structed in 1900 between Peoria, Ill., and Clinton, Ia., 
as per agreement between R. R. Cable, chairman of the 
board, and E. H. Harriman.” 
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The St. Louis & San Francisco Railroad Co. 


On May 6, 1903, an agreement was executed between 
the Iowa company, the New Jersey company and J. P. 
Morgan & Co., wherein it was agreed that the common 
stock of the Frisco would be exchanged for securities 
of the Iowa and New Jersey companies. 

The terms of the agreement provided that for each 
share of the common stock of the Frisco there would be 
exchanged $60 par value in 5 per cent bonds of the Iowa 
company and $60 par value of the common stock of the 
New Jersey company. Pursuant to this agreement Frisco 
common stock in par value of $28,940,300 was exchanged 
for securities of the Iowa and New Jersey companies in 
par value of $34,728,360, equally divided between stock 
and bonds. 

The Frisco stock thus exchanged was deposited as 
collateral for the bonds of the Iowa company, and in De- 
cember, 1909, was resold to B. F. Yoakum for $37.50 a 
share, or $10.852,000. This amount was insufficient to 
redeem the Iowa company bonds, which was necessary in 
order to make delivery of the Frisco stock, and the Iowa 
company, having no resources, issued to the railway com- 
pany its bonds, which now appear to be worthless, to an 
amount in par value of $7,500,000 and received therefor 
$7,300,000 in cash, the net proceeds from a loan of $7,500.- 
000 made to the railway company by the First National 
Bank of New York. Of these bonds $1,388,000 were-sub- 
sequently retired, leaving in the possession of the railway 
company $6,112,000, which the Iowa company has no assets 
to retire. The latter amount was thus taken from the 
treasury of the railway company to meet an obligation 
of the lowa company for which the railway company was 


in no way responsible and from which it derived no appar- 


ent benefit. 

The final result of this transaction is that the railway 
company has sustained a loss estimated to be about 
$6,500,000. 

Chicago & Alton Railroad Co. 


In November, 1903. an account styled “B. F. Yoakum 
advances” was opened on the general ledger of the rail- 
way Co. to cover amounts advanced by it for the purchase 
of the stock of the Chicago & Alton Railroad Co., here- 
inafter referred to as the Alton company. 

As a result of transactions in the Alton stock the 
railway company acquired 48,800 shares of preferred and 
144,200 shares of common at a total cost of $9,709,876.49. 
These shares were bought principally in 1903, but sundry 
purchases were made after that time until June 30, 1907, 
when the above total amount had been accumulated. 

In October, 1907, the railway company delivered to 
the Toledo, St. Louis & Western Railroad Co. 41,100 
shares of the preferred and 144.200 shares of the common 
stock of the Alton company, receiving in exchange for 
the former 4,110 series “A” $1,000 bonds and for the latter 
5,047 series “B” $1,000 bonds of the Toledo, St. Louis & 
Western. 

On Nov. 28, 1908, the executive committee of the 
railway company authorized the sale of the remaining 
shares of the preferred stock of the Alton company held 
by the railway company, together with sundry bonds, 
series “A” of the Toledo, St. Louis & Western Railroad 
Co. Pursuant thereto, 3,200 shares of the Alton pre- 
ferred were sold at a loss of $45.527.69, and the sale of 
3,710 of the series “A” bonds of the Toledo, St. Louis & 
Western resulted in a loss of $393,572.44. 


On June 30, 1914, the railway company owned 400 
series “A” and 5,047 series “B” bonds of the Toledo, St. 
Louis & Western, and 4,500 shares of Alton preferred, 
which in the aggregate had cost it $6,193,240.36, whereas 
on the date named their market value was $1,582,400, a 
difference of $4,610,840.36. In addition, the money with 
which the Alton stock was originally purchased was se- 
cured from the sale of bonds, the interest on which to 
June 30, 1914, less dividends on the stock and interest 
on the bonds-secured, amounted to $1,320,644.76. 

From the foregoing it will be noted that the total 
loss sustained by the railway company as a result of the 
disastrous Alton deal was approximately $6,370,000. 


Trinity & Brazos Valley Railway Co. 


A contract was entered into under date of March 31, 
1906, between the railway company. the New Jersey com- 
pany, the Colorado & Southern Railway Co. and the Frisco. 
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The last-named carrier’s participation was only to the 
extent of through traffic arrangements. 

The cost of construction of the Brazos line, which is 
practically the entire line of the Trinity & Brazos Valley 
Railway, was borne by the Colorado & Southern Railway, 
and under the terms of the contract the latter company 
and the railway company were to share equally the profits 
or losses of the Trinity & Brazos Valley, and on May f, 
1935, the railway company was to pay to the Colorado 
& Southern one-half of the entire cost of the Brazos line, 
receiving in return one-half of the bonds of the Trinity 
& Brazos Valley and one-half of other evidence of debt 
included in the total cost of the Brazos line. The con- 
tract further provided for the delivery to the New Jersey 
company of one-half of the stock of the Trinity & Brazos 
Valley, the former to make payment only of such amounts 
as are defaulted by the railway company. 

A supplemental contract was entered into on June 
1, 1914, wherein the railway company and the Colorado 
& Southern release each other from the obligation to 
make any further payments to or for account of the 
Trinity & Brazos Valley, and the railway company agrees 
to pay to the Colorado & Southern one-half of the interest 
at the rate of 4% per cent per annum on the total cost 
of the Brazos line to May 1, 1935. The total cost of 
the Brazos line approximated on June 30, 1914, $11,000,000. 


In accordance with these agreements the railway 
company advanced to June 30, 1914, to and for the account 


of the Brazos line, $3,729,863.87. For all but $35,000 of:- 


this the railway company holds certificates of indebted- 
ness of the Trinity & Brazos Valley, on which there has 
accrued unpaid interest charges of $774,918.20. The total 
investment of the railway company, therefore, is $4,504,- 
782,07, and in view of the fact that the Trinity & Brazos 
Valley is now in the hands of a receiver and the operation 
of its property has for some time resulted in a deficit, it. 
appears that this investment is of very doubtful value. 


Consolidated Indiana Coal Co. 


The Consolidated Indiana Coal Co. was incorporated 
under the laws of Maine April 29, 1905, by interests affili- 
ated with the railway company. Although R. A. Jackson, 
vice-president and general counsel of the railway company, 
was receiving a salary of $50,000 a year, he was paid 
$10,000 by the railway company to draw up the incor- 
poration papers. The coal company sold to certain New 
York bankers bonds of a par value of $2,500,000 and cap- 
ital stock of a par value of $1,000,000, for $2,375,000. 
The remainder of the capital stock, of a par value of 
$2,400,000, was then .delivered to the railway company 
in consideration of its guaranty indorsed upon the face 
of the coal company’s bonds of payment of interest accru- 
ing thereon. The price paid for the coal property owned 
by the consolidated company was estimated to be sub- 
stantially more than it was actually worth, and ever since 
its incorporation it has been operated at a loss. 

Prior to June 30, 1914, the railway company had made 
advances to the coal company aggregating $2,354,453.19. 
The railway company received interest on these loans 
at the rate of 4 per cent per annum computed monthly 
up to June 30, 1910, when all such interest payments 
were discontinued. The loss on the part of the railway 
company attributable to this venture cannot be computed 
exactly, but the loss in interest charges alone since 1910 
has amounted to more than $400,000. As the operation 
of the coal company has for some time been conducted 
at a loss, there is little prospect of the railway company 
being reimbursed for the advances made by it. 


Dering Coal Co. 


The incorporators of the above-entitled company, 
which was incorporated in 1905 under the laws of Dela- 
ware, were parties affiliated with the Chicago & Eastern 
Illinois Railway Co. and their original plan was that it 
should be owned jointly by the railway company and the 
United States Steel Corporation, for the purpose, pri- 
marily, of furnishng fuel to those companies and their 
associated interests. The coal company went into the 
hands of a receiver on March 1, 1909, principally on 
account of an unremunerative contract with the steel 
corporation whereby the purchase price of coal by the 
latter was fixed at a maximum which necessarily entailed 
a loss in operation. 

The railway company, upon the organization of the 
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coal company, acquired bonds to the extent of $450,000 
and stock of par value of $1,700,000 at a net cost of $981,- 
000. It received no interest on the bonds subsequent to 
September, 1908, and in 1912 it sold to J. K. Dering for 
$225,000 all of its stock and bonds of the coal company. 
Its net loss from this transaction, including interest, was 
$906,420, and this, added to its loss in connection with 
the other coal company above referred to, makes a total 
loss of more than $1,300,000 as a result of its coal deals. 


If the advances to the coal companies cannot be col-~ 


lected, it will result in an additional loss of nearly $2,500,- 
000. 


Choctaw, Oklahoma & Gulf Railroad Co. 


On April 11, 1902, the executive committee of the 
railway company authorized the president and the secre- 
tary of that company to engage with Speyer & Co., New 
York bankers, to assume a contract previously entered 
into between that firm and the Choctaw, Oklahoma & 
Gulf Railroad Co. covering the purchase of the stock of 
the latter company. Under this contract Speyer & Co. 
purchased for the railway company 192,958 shares of 
common and 118,871 of preferred stock of the Choctaw, 
Oklahoma & Gulf Railroad Co. Each of these shares was 
of $50 par value. Speyer & Co. received from the railway 
company $80 per share for the common and $60 per share 
for the preferred, or $22,568,900. Additional shares, 3,592 
common and 1,129 preferred, were purchased by the rail- 
way company from various persons at a total cost of 
$430,415. In order to provide funds for this deal, 4 per 
cent bonds were authorized by the railway company to 
the extent of $24,000,000. These bonds were secured by 
the capital stock of the Choctaw, Oklahoma & Gulf Rail- 
road Co., and $23,520,000 in par value of these bonds 
were sold to Speyer & Co. at 9614 and accrued interest. 
In the consummation of this transaction the railway com- 
pany paid a commission of more than $113,000, a discount 
on the sale of bonds of $824,325, and incidental expenses, 
including attorneys’ fees and brokerage, of about $27,000, 
making a total expenditure of approximately $24,000,000 
for stock of the Choctaw, Oklahoma & Gulf Railroad Co. 
of a par value of $15,827,000. 

On March 24, 1904, the lines of the Choctaw, Okla- 
homa & Gulf Railroad Co. were leased to the railway com- 
pany for a term of 999 years. Since that date the railway 
has advanced to the Oklahoma company a net aggregate 
of $1,293,229.58 as of June 30, 1914. No interest has been 
paid to the railway company on account of these ad- 
vances, and the corporate records do not disclose any 
liability on the part of the Oklahoma company therefor. 

Whether or not a loss has been sustained by the 
railway company as a result of this transaction is not 
demonstrable for the reason that the accounts of the car- 
rier are not kept in such a manner as to permit the segre- 
gation of items by corporate lines. There is abundant 
reason to believe, however, that the disbursements made 
by the railway company in acquiring the Oklahoma com- 
pany are far in excess of the actual value of the property 
and disproportionate to the returns accruing from the 
investment therein. 


Rock Island Improvement Co. 


The Rock Island Improvement Co., incorporated under 
the laws of the state of New Jersey, is primarily a 
creature of the holding companies, designed to acquire 
on behalf of the railway company transportation equip- 
ment and facilities. Prior to June 30, 1914, the railway 
company had invested in the improvement company nearly 
$12,000,000. The purchase of equipment by the improve- 
ment company is covered by equipment notes which were 
guaranteed as to principal and interest by the railway 
company, the equipment purchased with the funds so 
secured being thereupon leased to the railway company. 
The equipment is held in the name of the improvement 
company until the notes are paid, when the title vests 
in the railway company. 

As an incident to these transactions, the railway com- 
pany in one instance at least sold bonds of the improve- 
ment company at less than par, and six months later 
bought them back at more than par, notwithstanding the 
general tendency of bonds to approximate par as they 
approach maturity. 

The only justification offered by its sponsors for the 
existence of the improvement company is that by means 
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of its operations the equipment of the railway company 
is exempted from the lien of a bond issue of 1898 cover- 
ing all property then held by the railway company or 
subsequently acquired by it or its successors. 

In the absence of specific figures it is impossible to 
determine the difference between the ultimate cost of 
equipment furnished the railway by the improvement com- 
pany and what such cost would have been had such equip- 
ment been purchased directly by the railway company, 
but it is plain that the procedure entailed an added cost, 
and that to that extent the railway company sustained a 
loss by reason of its affiliation with the improvement com- 
pany. 

Aggregate of Losses. 


The aggregate losses sustained by the railway com- 
pany in connection with the foregoing transactions may 
be summarized as follows: 


Expense of maintaining and housing holding compan- 


I I aa hank Remi oe ork 6 mabe eeale $ 290,000.00 
WPEIBOD GORE, GP ORIIMEENG ioc. 5 kccceciscees ccscccects 6,500,000.00 
POO GURL, GPT OMIGEET oc biesincdteccscccstuasedsice 6,370,000.00 


Trinity & Brazos Valley Railway deal, more than... 4,500,000.00 
Consolidated Indiana and Dering coal companies, 


7 eee ee re eer ee 1,300,000.00 
Contributions or gratuities to officers and directors, 
* Gavaiane nice ekls 48 cnccee i dews essahseweawes 1,000,000.00 


217,000.00 
72,523.45 


Venner SIND: «on ito onitn aaa wae es eeccccccccess 
Miscellaneous and unexplained expenditures......... 


These items show an aggregate loss to the railway 
company of more than $20,000,000. In addition thereto it 
is to be noted that prior to June 30 1914, the railway 
company paid to financial institutions, in connection with 
the issuance of bonds, commissions aggregating more than 
$1,600,000, and suffered discounts of more than $17,700,000. 
Individual Profits of Promoters, Officers and Directors of 


the Holding Companies. 


The amount of gains accruing to W. B. Leeds, D. G. 
Reid, W. H. Moore and J. H. Moore through their control 
and manipulation of the railway company are probably 
not ascertainable. Reid, when interrogated, with a view 
to ascertaining his profits from the various transactions, 
explained that he always burned his books at the end 
of each month. 

The quotations placed in the record from the stock 
market of the New Jersey company stock and the rail- 
way company stock showed wide fluctuations. Whatever 
have been the gains realized by these persons, it is cer- 
tain that the present holders of the stocks and bonds 
of the holding companies have that which is of little or 
no value. 

Reports to Stockholders. 


Misrepresentation of assets in reports to stockholders 
appears to have been a practice of the directors of the 
railway company. On June 30, 1904, a book surplus was 
claimed for the railway company of $22,343,955.26. By 
June 30, 1914, the company conceded a reduction of this 
surplus to $6,199,841.08, and even this amount was fic- 
titious. ; 

Thus the railway company included among its as- 
sets certificates of indebtedness of the Trinity & Brazos 
Valley Railway Co., carried at a book value of $3,694,- 
863.87. The Trinity & Brazos Valley Railway was then 
in the hands of a receiver, and was already facing a de- 
ficit of $8,000,000, with a practical certainty that this 
amount would increase from year to year. It is apparent, 
therefore, that this item of more than $3,500,000 was 
based upon securities which were known to be practically 
worthless. 


The railway company carried as assets bonds of the 
Toledo, St. Louis & Western Railroad Co., at a book 
valuation of $6,000,000, secured only by stock of the Chi- 
cago & Alton Railroad Co., which had a market value 
on June 30, 1915, not in excess of $1,600,000. 


The railway company also carried as_an asset of 
$200,000 the stock of the Nebraska Central Railway Co., 
and the Nebraska Central Construction Co., acquired as 
an incident to the compromise with C. H. Venner. These 
so-called securities were reported to the stockholders as 
having a par value of nearly $370,000; that they were 
in fact worthless is indicated by an official suggestion 
on behalf of the Nebraska Central Railway Co. that the 
Commission be advised that that carrier had “no existence 
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except on paper, having no railroad in operation or other 
tangible property.” 

The directors also reported as assets the 5 per cent 
debenture bonds of the Iowa company, which were in 
fact worthless, but which were reported as worth nearly 
$6,000,000. 

In view of the fact that the reported value of the 
“securities” listed for the year 1914 was nearly $18.000,000 
in excess of their actual value, instead of a surplus of 
more than $6,000,000 claimed by the railway company, 
there should have been shown a deficit of over $11,600,000. 

Another misleading and objectionable practice of the 
railway company officials was the failure to state on the 
payroll the true amounts paid to its officers. 

The publication of misleading reports to stockholders 
can not be too severely condemned, and the individuals 
guilty of such acts should be subject to adequate penal- 
ties. 

Present Status of the Railway. 


The original articles of consolidation provided that 
the maximum of indebtedness to which the company 
might subject itself should not exceed two-thirds of its 
outstanding capital stock. This maximum has been in- 
creased from time to time until the funded debt of the 
railway on June 30, 1914, was $238,746,000, an increase 
of nearly $175,208,000 over the amount outstanding on 
June 30, 1901. On June 30, 1914, the total capitalization 
of the railway company was $313,741,000. Of this amount, 
only $75,000,000, or 28.73 per cent was capital stock, on 
which dividends might or might not be paid, according 
as the net earnings of the company might or might not 
warrant. The remaining 71.27 per cent of the total capi- 
talization consisted of interest-bearing debt, including 
$3.500,000 of short-term loans, on which interest was re- 
quired to be paid regardless. of earnings. 

The Iowa company being wholly dependent for earn- 
ings upon the dividends paid by the railway company, 
the passing of the railway company dividends in May, 
1914, resulted in a default of interest on the bonds of 
the Iowa company. Pursuant to foreclosure proceedings 
instituted on behalf of the bondholders, the United States 
district court for the southern district of New York 
ordered the sale in one block of $71,353,500 par value of 
the railway company stock deposited with the Central 
Trust Co. of New York as collateral for the bonds of the 
Iowa company. 

Some time previous thereto J. N. Wallace, president 
of the Central Trust Co., of New York, which, it will 
be remembered, was trustee by virtue of the agreement 
between the holding companies and the railway company, 
having been selected upon the suggestion of Daniel G. 
Reid, a member of the syndicate, organized a self-ap- 
pointed bondholders’ protective committee, the members 
consisting of himself and five other men of his selec- 
tion. This committee advertised extensively for Iowa com- 
pany bonds to be deposited in trust with it for the benefit 
of the bondholders, but after five months succeeded in 
getting only about $23,000,000 out of $75,000,000. Under 
the terms of the order of the district court the purchaser 
of the railway stock at foreclosure was to deposit $1,000,- 
000 in cash or $10,000,000 in Iowa company bonds. In No- 
vember, 1914, the circuit court of appeals permitted N. 
L. Amster of Boston, a minority stockholder in the rail- 
way company, to intervene in the foreclosure proceedings, 
thereby postponing the sale as scheduled. Following the 
decision of the circuit court of appeals an’ adjustment 
was reached with the Wallace committee in the interest 
of all undeposited bonds, and an order was entered by 
the court on December 31, 1914, pursuant to which the 
stock was sold to Mr. Wallace, who was the only bidder, 
for $7,135,350. 

Receivership. 


The syndicate decided to put the railway into a re- 
ceivership. The general counsel of the railway company 
at the suggestion of W. H. Moore, a member of the syn- 
dicate, drew the bill asking for a receivership and en- 
gaged an attorney ostensibly to represent the other side. 
The bill was placed in the hands of this attorney, with 
the name of the complainant omitted, and he was in- 
structed by the general counsel to locate some creditor 
of the railway company willing to act as complainant. 
There was an agreement between the general counsel and 
this attorney as to the parties the latter would recom- 
mend to the court as receivers, the general counsel agree- 
ing to instruct the attorney appearing for the railway 


SS RE a ST 


THE TRAFFIC WORLD 489 


company to acquiesce in the recommendations so made. 

The board of directors of the railway company was 
not informed of the intention to file a bill for receiver- 
ship, and at no meeting of the board was any authority 
ever given for such action. Members of the board of 
directors not in the confidence of the syndicate were kept 
in ignorance of the fact that such a bill had been pre- 
pared. The stockholders had no information of the pur- 
pose to put the railway company into a receivership, al- 
though a stockholders’ meeting was held after the date 
upon which the receivership bill was completed by the 
general counsel, and this general counsel attended the 
meeting. According to the testimony, the bill was com- 
pleted by the general counsel March 29, 1915, and the fact 
that it was to be filed whenever desired by those in au- 
thority was known only to certain insiders. The testi- 
mony clearly establishes the fact that the railway com- 
pany could easily have paid the debt of $16,000 upon 
which the receivership application was based, and that 
arrangements probably could have been made to meet 
all pressing obligations of the railway company. ’ 

The creditor at whose instance the receivership ap- 
plication was filed appeared as complainant by request. 
R. P. Lamont, the president of the American Steel Foun- 
dries, the complainant, testified that he would not have 
thought of bringing such a proceeding against the rail- 
way company unless he had understood that it would 
be regarded as not unfriendly, but as a friendly act to 
oblige the railway company. He only consented that his 
company should appear as complainant when he-.was as- 
sured that this course was in accordance with the wishes 
of the railway company, and that his company was not 
to have any care or expense in the preparation of papers 
or payment of counsel fees. The suit was not a bona 
fide proceeding to collect a debt, but was instituted to 
carry out the purposes and schemes of the syndicate con- 
trolling the railway. 

N. L. Amster, who was elected to the board of directors 
of the railway company by the minority stockholders at the 
stockholders’ meeting held in Chicago, April 12, 1915, be- 
lieving, according to his testimony, that no sincere effort 
was being made by other members of the board to finance 
the obligations of the railway, undertook to assist in rais- 
ing about $6,000,000 needed by the railway to meet obli- 
gations soon thereafter to mature. On April 16, 1915, he 
met and conferred with Messrs. James, McLean and 
Schumacher, all directors of the railway and members of 
the executive committee, and discussed the company’s 
finances. These three expressed approval of his purpose 
to negotiate for the money. Amster testified that he had 
secured assurances for the furnishing of the money from 
responsible Boston bankers on securities which the rail- 
way company had. When he arrived in New York on the 
morning of April 20 to report this fact, he went to the 
office of the railway company and, quoting his testimony, 
“could not find anybody there that would say anything, 
except a lot of people moving back and forth. I left 
the office and found on the ticker that the Rock Island 
had been put in the hands of a receiver.” This, Amster 
testified, was the first information he had of the receiver- 
ship or that such a step was in preparation, yet he was 
a director of the road, and after the stockholders’ meet- 
ing in Chicago, April 12, traveled from Chicago to New 
York with Roberts Walker, the general counsel of the rail- 
way company. 

It will be remembered that the bill was completed 
by the general counsel on March 29, this fact being known 
only to a special few. The bill was filed April 20. The 
records of the New York stock market reveal that the 
railway stock was inactive until the day this bill was 
completed, March 29. Then the stock began to be largely 
dealt in, and the price increased from $20 to $39 a share. 
When the bill was filed and receivers were appointed the 
stock dropped from $39 to $20 a share. 

The daily sales and the selling prices of the market 
stock from March 22, 1915, to April 20, 1915, are shown 
below: 

DAILY SALES AND SELLING PRICES OF THE CHICAGO, 

ROCK ISLAND & PACIFIC RAILWAY CO. STOCK AS 

REPORTED BY THE WALL STREET JOURNAL, 


Number Selling price. 
of shares 
Date of sale, 1915, sold. High. Low. 
IE Were dasccenonise i bceweebnnk 400 21% 201% 
CO Serer rrr ere ey 2,700 21% 20 - 
Sess cacidsssegiectesameanatoke 2,850 221% 21% 


BAAPCH, BB occ cnc sr cceccvcecccseseseuse 900 22% 21% 
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Sa i a la 7,050 21% 19144 
Ee Sr wants ee eEES lene seh wacken<e 5,400 21% 19% 
pe ESSE ee re ee OnE Beate 28,360 26 19% 
I ae i I a, pa Coed 73,576 31% 28 
IE a ay ale eh AR I 106,800 36% 3156 
SVE Usinwad ed bins 2004 Ce aneds whos colt ws 62,642 33% 28% 
Se Ue ED oon o8e¥an toe de os dvee k= Beeecas 

SE WES Gaia 6 a 40 cn eB aided aeeeks Sayeed 18,700 29% 26% 
TED nore ot hah wes nu 6 Pe cidbeistengaiae als 15,000 30 27% 
NE 5 on ced'as ow ce 00 OREO E wed op ea wee 6,200 29% 275 
MN en obsce Wad bos bed bbe Shae etc: 41,000 32% 28 
SNES Sele anid xsid We''u. dow alu 5 Charo teie nates 14,250 32% 30% 
re bait ng a id od wlohe er 68,900 354 31 
EERE a ae eS 68,000 39 3414 
ME TEED -Wikindeoe sc canae 8s seu asncenens 18,600 36 344g 
er es Cee ey aes Te 16,556 35% 32% 
SO ere eer a cee ae 78,000 38% 34% 
gh gE Rae SE Sea, tas ac Ne ei a SSE at 45,600 38% 35% 
EE BGS cnid ati a Wake MAE a karen sD 32,900 38% 35% 
SNOMED i Wuidivca s X cin ad 6 a WOES bc catas ores ent 16,100 38 365g 
FB RARER Ae ee ee eee 37,700 33% 33% 
I. ois aie nd se ee SGA a ee wees 251,400 32% 21144 

Total sales within 30 days........ 1,019,584 


Total capitalization, $75,000,000, _represented by 750,000 
shares. 


Total sales within 30 days preceding receivership, 1,019,584 
shares, 


The sales aggregated more than one and one-third times 
the total capitalization of the railway. 


It is a forceful commentary on the methods by which 
a great railway may be manipulated into a receivership 
when it is noted that the general counsel, after drawing 
the bill for a receivership, sold his stock, and the local 
counsel, who represented the railway company in the re- 
ceivership proceedings, owned no stock in the railway 
company, and that none of those directly participating 
in the receivership proceedings had any financial inter- 
est in the railway company. The real owners of the rail- 
way, the stockholders, the security holders, and the direc- 
tors, except those composing the syndicate and in its con- 
fidence, were in ignorance of the receivership application. 
Mr. Mudge, former president of the railway company, is 
one of the receivers. 

The general counsel for the railway company, who 
planned the receivership in obedience to the will of the 
syndicate, is now counsel for the receivers. 

The property of the railway company will be called 
upon for many years to make up the drain upon its re- 
sources resulting from transactions outside the proper 
sphere in which stockholders had a right to suppose their 
moneys were invested. This record emphasizes the need 
of railway directors who actually direct. There are too 
many passive directors who acquiesce in what is being 
done without knowledge and without investigation. A di- 
rector of a railroad is a quasi public official who occupies 
a position of trust. A director who submits blindly to 
the exploitation of his company is a party to its undoing, 
and he should be held responsible to the same extent 
as if he had been a principal instead of an accessory be- 
fore the fact. The greater his prominence the greater his 
responsibility and the greater his dereliction. Obviously 
a man of large affairs could not attend to all the details 
in intricate transactions, but it is inconceivable that a 
director of ordinary business prudence and sagacity would 
sanction large expenditures without an inquiry as to the 

‘purposes of such disbursements. So long as this situ- 


ation exists, however, it suggests the need of a law to - 


charge such directors with individual responsibility for 
the dissipation of corporate funds. 

The Clayton antitrust act, which becomes effective 
October 15, 1916, will make it unlawful for any person 
at the same time to be a director in two or more com- 
peting corporations, any one of which has a_ capital, 
surplus, or undivided profits aggregating more than 
$1,000,000, but common carriers are expressly exempted 


from its application. It should be just as grave an offense . 


for an official of a railway to be faithless to his trust 
for financial gain as it is for an elected official of the 
government to betray his trust for money reward. 

By this case the need of some limitations on the is- 
suance of stocks and bonds by common carriers, whether 
directly or through holding company devices or otherwise, 
is again demonstrated. 


The effective date of the Commission’s order of May 
29 in No. 4981, Pacific Creamery Co. vs. Southern Pacific 
et al., and No. 5422, Arizona Corporation Commission vs. 
Atchison, Topeka & Santa Fe, has been postponed from 
September 1 to November 1. 
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EXPRESS CLASSIFICATION 


THE TRAFFIC SERVICE NEWS BURFAU, 
Colorado Building, Washington, D. O. 


All questions raised in the application of the express 
companies, Docket No. 4198, for modifications in the ex- 
press classification, except the proposed minimum charge 
of 35 cents on liquor, were disposed of August 19, in Un- 
reported Opinion No. 2139. The minimum on liquor shipped 
in one, two, three and four bottle packages was the only 
matter that provoked unusual discussion, therefore it has 
been reserved for decision after consideration of the briefs 
filed on that point. The other matters were submitted 
without briefs. 

One and a half times first class remains the rating on 
skunks, rabbits, guinea pigs, ferrets, etc. The attacks 
made on that rating failed. 

A more definite statement of ratings on live poultry 
has been-made. That worth not more than 25 cents a 
pound is to go at second class and that worth more, one 
and a half times first. It was necessary to make that 
charge because agents at small stations, interpreting the 
word “market,” contained in the existing rating, construed 
it so that when a farmer sent a coop of barnyard fowls 
to his city friend so that the latter might try his get-rich- 
quick dream of raising chickens for his neighbors, the 
higher rating applied, when, as a matter of fact, that was 
intended to apply to game chickens and fancy breeds of 
high value, on which the express company would have to 
pay large damage claims if they were lost or injured. 

These changes will go into effect October 1. They 
were proposed mainly so as to have the language of the 
classification agree with the practices. For instance, the 
classification provides for rates graded according to value 
on paintings worth more than $550. Agents have been im- 
posing those rates on pictures that are not paintings. 
Therefore, the companies asked for and received permis- 
sion to change the classification so as to allow the express 
companies to continue what their agents have been doing. 

The Commission allows an increase in the estimated 
weights on berries carried in what are known as Florida 
refrigerators. They are heavy containers, in which straw- 
berries are shipped in December and January. The esti- 
mated weights applied heretofore have been only about 40 
per cent of actual weights. Hereafter the estimated weights 
will be about two-thirds of the actual. 

When the classification was made, after the original 
decision in the big express case, the companies insisted 
that dogs forwarded in crates should also be chained. 
In less than six weeks they found that to be impracticable 
and also dangerous and the Commission allows them to 
cancel out that requirement. 

Supplements of newspapers forwarded within forty- 
eight hours of the publication of the main parts of the same 
publication are to be charged at pound rates, one-half cent 
when no wagon service is required and one cent when the 
express wagons collect or deliver. There are changes liber- 
alizing the rules pertaining to the examination of C. O. D. 
packages, and reconsignments. 


The order of May 13, 1915, I. and S. No. 644, suspend- 
ing the 15th and 17th items, page 2, Supplement No. 2, to 
New York Central & H. R. R. R. Co., I. C. C. No. B-23744, 
and Supplement No. 2 to West Shore R. R. Co., I. C. ©. 
B-9289, and Western Railway Co., I. C. C. No. 5364, cov- 
ering rates on wall paper, York, Pa., to Chicago, IIl., is 
vacated as of August 10, but in all other respects the 
Commission’s orders of those dates remain in full force 
and effect. 
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Commission’s Ocean Freight Inquiry 


Suprise Caused By Announcement Made By Treasury Department—Plan Regarded As Being Meant 
To Help Adminstration Shipping Bill—Objections To the Commission Doing the Work 


THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. C. 

At the request of President Wilson, the Interstate 
Commerce Commission is to make an investigation of ocean 
freight rates and facilities. The treasury department made 
an announcement to that effect on the evening of Aug. 16. 
No one at the Commission knew anything about what the 
Commission was about to do until the morning papers of 
August 17 appeared. 

Inasmuch as the treasury statement on the subject said 
that the President had asked the Commission to make the 
investigation, it was assumed that there would be no ques- 
tion about the accuracy of the announcement made by 
Secretary McAdoo. No one knew whether the subject had 
or had not been considered in the conferences of the 
Commission. 

On the day the announcement appeared in the news- 
papers no member of the Commission was in Washington. 
It was said at the treasury department that Chairman Mc- 
Chord, who is away_on his vacation, had conferred with 
representatives of the treasury and commerce departments 
and had made the arrangements for the investigation. 
something at the request of the President. The treasury 
announcement is as follows: 

“At the request of the President, the Interstate Com- 
merce Commission will make a thorough and extensive in- 
vestigation of ocean transportation facilities and rates 
between the United States and foreign countries. The 
treasury department and the department of commerce will 
co-operate with the Commission in making the inquiry, 
which will develop the actual situation regarding ocean 
transportation at the present time- and its effects upon 
American foreign trade. 

“The investigation will cover all phases of our ocean 
commerce with particular reference to the trade with 
South and Central America and the principal countries of 
Europe. The Commission will ascertain, through reliable 
and impartial sources, what kind of steamship service 
exists between our leading ports and the leading ports of 
South and Central America and those of Europe, and how 
it compares with the service as it existed before the 
European war broke out; what were the rates for pas- 
sengers and cargo prior to the outbreak of the war, and 
since; and what is the effect of present shipping conditions 
upon our foreign commerce. 

Early Report to President. 

“This investigation will be undertaken at once, so 
that the Commission may be able to report to the Presi- 
dent before the next session of Congress convenes. In 
order that the Commission may get a true perspective of 
the situation, it will be extremely helpful and will greatly 
expedite the investigation if shippers throughout the coun- 
try will write the Commission immediately, giving the 
fullest possible information about existing conditions and 
how their trade has been affected by the scarcity of steam- 
ship tonnage, the extent of the increase in freight rates 
and the effect of these rates upon their business. It is most 
desirable that shippers avail themselves of this opportunity 
to enlighten the Commission in the beginning, so that the 
inquiry may be pursued through all other channels as 
quickly as it is possible to do so, and at the same time 
make the investigation complete and thorough. 


“The investigation was suggested to the President 
by Secretary McAdoo, who presided at the Pan-American 
Financial Conference, recently held in Washington, and 
which unanimously adopted the following resolution: 

Resolved, That it is the sense of this conference that im- 
proved ocean transportation facilities between the countries 
composing the Pan-American Union have become a vital and 
imperative necessity, and that every effort should be made to 
secure at the earliest possible moment such improved means of 
ocean transportation, since it is of primary importance to the 


extension of trade and cOmmerce and improved financial rela- 
tions between the American republics. 


“The secretary pointed out that the question of ocean 
transportation became, wholly unexpectedly, one of the 
most important, if not the most important, before the con- . 
ference. Some of the foreign delegates expressed them- 
selves as seeing little hope for any great expansion of our 
trade and financial relations with Latin-America unless 
ample steamship facilities are promptly provided. 


“As one of the results of the Pan-American Financial 
Conference, the secretary of the treasury already has set 
in motion certain agencies in South and Central America 
through which it is hoped to obtain a large amount of 
illuminating information relating to the problem of ocean 
transportation between those countries and the United 
States. He has asked each country for detailed informa- 
tion regarding present facilities and rates and the needs 
of the situation to build up trade ‘between the United States 
and Latin-America. This data will be furnished the Com- 
mission as soon as received for use in connection with its 
investigation. 


“Ocean steamship facilities are of primary importance 
to the business men and producers of the United States, 
and it will be the aim of the Commission to develop all 
the facts and conditions of the situation for the informa- 
tion of the president, of Congress and of the country. 


“The Commission is clothed with authority to conduct 
this investigation under Section 21 of the Act to regulate 
commerce, which requires it, among other things, to make 
a report of such information and data ‘as may be con- 
sidered of value in the determination of questions con- 
nected with the regulation of commerce.’ In addition, the 
Panama Canal Act has very greatly enlarged the powers 
and duties of the Commission with respect to water line 
carriers.” 


Aid for Shipping Bill. 


The plan to have the Interstate Commerce Commission 
make an investigation of ocean freight rates and facilities 
is accepted as being in aid of the Wilson administraton’s 
scheme to establsh an American merchant marine under 
government ownership if not government operation. Secre- 
tary McAdoo is really responsible for the inquiry, which, 
if made in the manner and to the extent indicated by the 
story given to the newspapers by the treasury, will greatly 
surprise those who have had an idea that the jurisdiction 
of the railroad regulating body stops at low-water mark, 
except under certain conditions, none of which pertains to 
the kind of transportation involved in the inquiry. He re- 
ceived his inspiration to make the inquiry from a resolu- 
tion of the Pan-American Financial Conference, held under 
his patronage in May. That resolution expressed it. as 
the sense of the Conference, “that improved ocean trans~ 
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portation facilities between the countries composing the 
Pan-American Union have become a vital and imperative 
necessity.” 

Much of the information for which the Interstate Com- 
merce Commission is to seek will be furnished to it by the 
treasury. That department, according to the official an- 
nouncement, “already has set in motion certain agencies 
in South and Central America through which it is hoped 
to obtain a large amount of illuminating information re- 
lating to the problem of ocean transportation between 
those countries and the United States.” 

The comment on this move by Secretary McAdoo, for 
so it is regarded by those who have made it their busi- 
ness to watch for developments in the plan to have the 
government provide the country with a merchant marine, 
has not been flattering. That is particularly so among 
men who think the votes in the United States Chamber 
of Commerce referendum indicate how the business ele- 
ment of the country views the proposal to have the gov- 
ernment buy the ships that private capital, thus far, has 
found it inadvisable to produce. That referendum con- 
demned a government purchased or operated merchant 
marine. 

Coercion of the Commission. 


There is an inclination to regard the bringing of the 
Interstate Commerce Commission into the subject, as savor- 
ing of coercion of that body to undertake something to 
support the shipping bill before Congress that the ad- 
ministration was not able to put through during the months 
it was pending there. 


It is pointed out, for instance, that all the facts with 
regard to ocean transportation before the outbreak of the 
war were gathered by the House committee on merchant 
marine and fisheries in what is known as the Alexander 
report, and that Congress has ignored the whole subject 
since then, Another point made is that the amount of the 
increase in ocean freight rates is a fact that can be ob- 
tained by writing to any steamship agent or consulting 
the files of any publication that makes a specialty of such 
information. Facts as to the number of ships now in serv- 
ice can be obtained in the same way, if the House commit- 
tee on merchant marine and fisheries has not the informa- 
tion already in its files. 


Another point made is that the Commission cannot 
compel the production of books or papers or compel even 
the attendance of witnesses. Even if witnesses should 
respond to its subpeenas, it is pointed out, there is no power 
in the Commission to make them answer questions. The 
compulsory testimony act of Feb. 11, 1893, the only one 
under which the Commission can compel testimony, says: 
“That no person shall be excused from attending or testi- 
fying . . . in any cause or proceeding, criminal or 
otherwise, growing out of any alleged violation of the 
act” to regulate commerce. 

There is no pretense, it is pointed out, that this is a 
proceeding, criminal or otherwise, growing out of any al- 
leged violation of the Act to regulate commerce. 

Section 21 authorizes and directs the Commission to 
make a report “to Congress” on or before the first day of 
the regular sessions. “This report,” says the law, “shall 
contain such information and data collected by the Com- 
mission as may be considered of value in the determination 
of questions connected with the regulation of commerce.” 
In other words, that is the part of the law upon authority 
of which the Commission makes its annual report contain- 
ing suggestions as to what Congress should do to 
strengthen and extent the Act to regulate commerce, which 
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means commerce over which the Commission has, or thinks 
it should have, jurisdiction as a regulating body. 


Objections to Waste of Time. 


While there is no definite objection on the part of 
railroads or shippers to the Commission giving aid to any 
other department of the government, there has been much 
dissatisfaction in the last year because the work of the 
Commission was being delayed by investigations that were 
not exactly pertinent to the subjects in hand. In other 
words, complainants would like to have their cases dis- 
posed of without having to be sidetracked for even such 
investigations as the Commission made of the looting of 
the Rock Island and the New Haven. 

The affairs of those companies, it has often been 
pointed out, could be handled in the courts. ‘That is not 
true with regard to a complaint by a shipper that a rate 
is unreasonable or unduly discriminatory. Nor is it true 
with regard to the application of a railroad for permission 
to disregard the long-and-short-haul clause of the Act to 
regulate commerce, or to retain permission of its boat line, 
under the fifth section of the Panama Canal- Act, which 
says a railroad may not own, control or operate a boat or 
boat line unless the Interstate Commerce Commission is of 
the opinion that such ownership, operation or control is in 
the interest of the public. 

It is held to be self-evident that every day the Inter- 
state Commerce Commission devotes to such an inquiry 
as the treasury asserts it is going to make, will be just that 
much time taken away from the affairs of shippers and 
carriers that cannot be handled by any other agency of 
government. It is also argued that the work the railroad 
rate regulating body is expected to do can be done just 
as well by clerks in the treasury department, probably 
without in the least delaying any business that is worth 
doing. 

In other words, the criticisms run to the effect that the 
head of the treasury is endeavoring to strengthen his lan- 
guishing ship purchase bill by having the Interstate Com- 
merce Commission give it the benefit of its reputation, 
when there is really no reason for havng the Commission 
do anything of the kind. 


UNIFORM SYSTEM OF ACCOUNTS 


The Commission having under consideration provi- 
sions contained in the Classification of Investment in Road 
and Equipment of Steam Roads allowing to carriers the 
option of charging to operating expenses the cost of ad- 
ditions and betterments to equipment or to certain fixed 
improvements, when such cost shall amount to less than 
$200, has issued the following order: 

“That, effective as of July 1, 1915, paragraph 2 of 
section 2 of the general instructions for the Classification 
of Investment in Road and Equipment of Steam Roads, 
Issue of 1914, be canceled, and that the option allowed 
to carriers of charging certain costs of additions and 
betterments to operating expenses, as therein described, 
be withdrawn.” 





SOUTHERN CLASSIFICATION COMMITTEE. 

The next regular meeting of the Southern Classifica- 
tion Committee will be held at Hotel Sherman, Chicago, 
beginning Monday, November 8. The public docket for 
this meeting will be closed thirty days beforehand, or on 
October 8. As to subjects which it is desired to have 
listed for discussion, application should be made to W. R. 
Powe, chairman, Atlanta, Ga., before that date. 
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Loss and Damage Decisions © 


Cases Recently Decided by State and Federal Courts 


CUSTODY AND CONTROL OF GOODS. 

Remedy: 

(Ark.) Since, on a seller’s delivery of goods to a car- 
rier consigned to the buyer the title passes to the buyer, 
for any delay in shipment the buyer’s remedy is against 
carrier.—Isbel-Brown Co. vs. Stevens Grocer Co., 175 
S. W. 1158. 

Where buyer of goods rescinded contract by reason 
of unreasonable delay in transit, the seller, who had re- 
tained title, had an action against the carrier for failure 
to deliver in reasonable time.—Id. 

TRANSPORTATION AND DELIVERY BY CARRIER. 

Inspection: 

' (Miss.) An express company is not liable for the value 
of dresses shipped C. O. D., because it permitted the con- 
signee to inspect them before paying for them and they 
were then rejected.—Southern Express Co. vs. Grace, 68 
So. 172. 

Misdelivery: 

(S. C.) In an action by a consignee of goods against 
a railroad for misdelivery, allegation of defendant’s answer 
that it had delivered such goods pursuant to a written 
order of the consignee held material to the issues.—Mutual 
Lumber Co. vs. Southern Ry. Co., 84 S. E. 994. 

Ngtice: 

(Mo. App.) Under a bill of lading authorizing a car- 
rier to deposit goods at flag stations without notice, a 
delay of 50 minutes in the arrival of a freight train held 
not to entitle the consignee to notice.—Morrison Tent & 
Awning Co. vs. Illinois Central R. R. Co., 175 S. W. 220. 
Value, Place of Shipment: 

(Kan.) The damages recoverable for a carrier’s fail- 
ure to deliver goods is the value of the goods at the time 
and place of destination in the condition in which they 
should have been delivered, less charges for transportation 
and delivery.—Meek vs. Union Pacific R. R. Co., 147, p. 
1112. 

A consignee held not entitled to recover the difference 
between the market price on the day of purchase of cat- 
tle and shipment and the price at which similar cattle 
could have been purchased on the same market 47 days 
later.—Id. 

(Mich.) An instruction that plaintiff, if entitled to 
recover, should recover contract price of the delayed ship- 
ment of beans, at place of delivery at the time it should 
have been delivered, held proper.—Lyons vs. Grand Trunk 
Ry. Co. of Canada, 152 N. W. 88. 


DELAY IN TRANSPORTATION OR DELIVERY. 


Excessive Charges: 

(Ark) A shipper held entitled to recover for de- 
murrage charges incurred through delay occasioned by the 
defendant company’s refusal to deliver the shipment with- 
out payment of excessive charges.—St. Louis, I. M. & S. 
Ry. Co. vs. Allen, 175 S. W. 514. 

A carrier held liable for freight charges paid on a 
reshipment, necessitated by its refusal to deliver the ship- 
ment at point of destination without payment of an ex- 
cessive freight charge.—Id. 

Measure of Damages: 

(S. D.) Measure of damages of one shipping automo- 
bile engine to factory for repair, with notice that delay 
in delivery would cause damage, and losing the use of an 





automobile during its unreasonable delay held not estab- 
lished by Civil Code, 2309, but by Section 2293, for breach 
of contract obligation.—Armstrong vs. C., M. & St. P. Ry. 
Co., 152 N. W. 696. 

In shipper’s action for special damages for breach 
of carrier’s obligation to deliver automobile engine shipped 
to factory for repairs, loss of net rental value of automobile 
during unreasonable delay in delivery held not too remote 
and speculative to be recoverable.—Id. 

(Mich.) The measure of damages for delay in trans- 
porting goods is the difference between the market value 
at the time and place where delivery should have been made 
and such value when delivery was actually made.—Lyons 
vs. Grand Trunk Railway Co. of Canada, 152 N. W. 88. 

(Tex. Civ. App.) Profits lost by a carrier’s delay in de- 
livering goods intended for sale are recoverable.—Foster 
vs. International & G. N. Ry. Co., 175 S. W. 762. 

The measure of damages for a carrier’s delay in de- 
livering goods intended for sale is the difference between 
the market value when the goods should have arrived and 
their value when delivered.—Id. 

Notice of Condition: 

(Mich.) Under the facts stated, held that the carrier 
could not relieve itself from liability for negligent delay 
in transporting a shipment of beans, on the ground that it 
had no notice that the beans were in an abnormal condi- 
tion—Lyons vs. Grand Trunk Ry. Co. of Canada, 152 N. W. 
88. 

Special Damages: 

(Tex. Civ. App.) Loss of profits for a carrier’s delay 
in delivering dresses intended for sale held not recover- 
able where not alleged.—Foster vs. International & G. N. 
Ry. Co., 175 S. W. 762. 

Special damages for a carrier’s delay in delivering 
goods shipped must be pleaded and proved.—Id. 

LOSS OF OR INJURY TO GOODS. 
After Delivery: 

(Neb.) <A railroad company held not liable for loss 
of a car of freight by fire after the consignee had broken 
the seal and locked the door with its own lock.—McEntire 
vs. Chicago, R. I. & P. Ry. Co., 152 N. W. 305. 

Connecting Carrier: 

(Ill.) Where a common carrier contracts to deliver 
goods at a certain place, all connecting carriers become its 
agents, for whose negligence or default it is responsible.— 
Fesser vs..Chicago & I. M. Ry. Co., 108 N. E. 709. 
Conversion: 

(Mo. App.) A pledgee of a bill of lading does not cease 
to be a party in interest to an action for conversion by 
the carrier, by giving the note, evidencing the debt secured, 
to another to hold as evidence merely of a transaction be- 
tween the pledgee and him, not amounting to a sale of 
the note.—People’s State Savings Bank vs. M., K. & T. Ry. 
Co., 178 S. W. 292. 

A waiver by a pledger of a bill of lading of conversion 
by the carrier does not affect the pledgee’s right of re- 
covery to the amount of its interest from the carrier.—Id. 

The pledgee of a bill of lading is the proper party 
plaintiff for conversion of the shipment by the carrier.—Id. 

As to the recovery above his interests by the pledgee 
of a bill of lading, for conversion by the carrier of the 
articles shipped, he stands to the pledger in the relation 
of trustee of an express trust.—Id. 





494 THE TRAFFIC WORLD 


As incident to a pledge of a bill of lading, the pledgee, 
suing the carrier for conversion of the shipment, may re- 
cover not only the amount of debt secured, but expenses 
of the suit, though there can be no recovery for the 
pledger, because of his waiver.—Id. 

There was a conversion of shipment of horses by car- 
riers where they changed the consignment from one to 
the order of “M” (the shipper), notify “C,” to a straight 
consignment to C.—Id. 

A shipper, having taken possession of the horses 
shipped wih such knowledge and intention that a waiver 
of the carriers’ conversion by change of the consignment 
results, cannot recall the waiver.—Id. 

(Mo. App.) A carrier held not liable as for the con- 
version of goods deposited. in a warehouse at a flag sta- 
tion.—Morrison Tent & Awning Co. vs. Illinois Central 
R. R. Co., 175 S. W. 220. 

Evidence: 

(Tex. Civ. App.) Where a shipper testifies without 
objection to the value of property claimed to have been 
injured through the carrier’s negligence, held that there 
is sufficient basis for a judgment.—Galveston, H. & S. A. 
Ry. Co. vs. Brown, 175 S. W. 749. 

(Tex. Civ. App.) In an action against a carrier for 
loss through fire of baled cotton, where evidence was in- 
sufficient to show delivery to the carrier, or any negli- 
gence, it was error to direct verdict for plaintiff—Texar- 
kana & Ft. S. Ry. Co. vs. Brass, 175 S. W. 778. 

Freight Charges Refunded: 

(Colo.) Where shipper of goods is required to pay 
freight before being allowed to inspect at place of delivery, 
he can have freight charges considered in determining dam- 
ages to shipment.—Denver & R. G. R. Co. vs. A. Peterson 
Grocery Co., 147 P. 663. 

Measure of Damages: 

(Mo. App.) The measure of damage for conversion of 
shipment by carrier is the goods value at destination less 
cost of transportation, with interest under the statute, in 
the jury’s discretion.—People’s State Savings Bank ys. M., 
K. & T. Ry., 178 S. W. 292. 

Proof: 

(Colo.) Proof that potatoes, when shipped, were in 
good condition, but were damaged when delivered, held to 
make out a prima facie case against the carrier—Denver 
& R. G. R. Co. vs. A. Peterson Grocery Co., 147 P. 663. 
Repair of Damaged Goods: 

(N. C.) The repair of goods damaged in shipment by 
the shipper does not affect the consignee’s right to re- 
cover from the carrier the difference between the value 
of the goods as delivered and as they should have been de- 
livered.—H. W. Little & Co. vs. Atlantic Coast Line R. Co., 
85 S, E. 18. 

LIMITATION OF LIABILITY. 
Carmack Amendent: 

(N. Y. Sup.) Under Carmack Amendment to Inter- 
state Commerce Act, provisions of bill of lading limiting 
earrier’s liability for act of God, etc., held to be disre- 
garded.—Barnet vs. New York Central & H. R. R. R. Co., 
153 N. Y. S. 374. 

Conversion: 

(Mo. App.) Carriers’ conversion of a shipment of 
horses by changing the consignment deprives them of the 
benefit of the limitation of liability in the contract.—Peo- 
ple’s State Savings Bank vs. Missouri, K. & T. Ry. Co., 178 
S. W. 292. 

Notice of Claim: 

(Ark.) Notice to terminal carrier of misdelivery of 

lumber, consigned to order of shipper, four months and 
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eleven days after arrival at destination, held, under the 
circumstances, a compliance with bill of lading requiring 
notice within four months after a reasonable time for 
delivery had elapsed.—St. Louis, I. M. & S. Ry. Co. vs. 
Bliss-Cook Oak Co., 176 S. W. 325. 

Shipper giving notice of misdelivery to terminal car- 
rier within four months after learning thereof held to have 
complied with bill of lading issued by initial carrier, re- 
quiring such claim to be made within four months of 
failure to deliver or a reasonable time thereafter.—Id. 
Validity: 

(Mo. App.) Provision of a contract of interstate ship- 
ment, limiting liability for loss and injury, is valid.—Ball 
vs. Lusk, 175 S. W. 238. 

(Tex. Civ. App.) Shipper delivering foreign shipment 
to carrier under bill of lading, limiting liabilty, held sub- 
ject to such limitations in the absence of negligence of 
carrier or its servants contributing to injury through the 
excepted cause.—Texarkana & Ft. S. Ry. Co. vs. Brass, 
175 S. W. 778. 

Value, Place of Shipment: 

(Colo.) <A provision in a bill of lading limiting the 
carrier’s liability to the value of the property at the time 
and place of shipment held valid—Denver & R. G. R. Co. 
vs. A. Peterson Grocery Co., 147 P. 663. 


CARRIAGE OF LIVE STOCK. 
Allowance for Rest: 

(Mo. App.) Where it appeared that the five-hour rest 
required under the Federal eight-hour law had been al- 
lowed and that the law had not been violated, held that 
the defendant carrier’s liability depended on the terms of 
the shipment contract and duties arising therefrom by 
operation of law.—Kent vs. Chicago, B. & Q. R. R. Co., 
176 S. W. 1105. 

Conversion: 


(Mo. App.) Whether a conversion by carrier of ship- 
ment of horses was weighed by the shipper depending 
on knowledge and intention, held, on evidence not conclu- 
sive a question for the jury.—People’s Savings Bank vs. 
M., K. & T. Ry. Co., 178 S. W. 2292. 

Delay in Delivery: 

(Mo. App.) To recover damages for delaying a ship- 
ment of live stock, the shipper must show prima facie 
that the delay was caused by negligence of the carrier, 
mere proof of delay not being sufficient—Sikes vs. St. 
Louis & S. F. R. Co., 176 S. W. 225. 

Evidence: 


(Mo. App.) Evidence merely that one of a shipment of 
cattle was injured, so it could not, for a week, stand up, 
and eight or ten others were bruised, and made no im- 
provement for ten days, is insufficient as to the proper 
amount of damages.—Ball vs. Lusk, 175 S. W. 238. 

(Neb.) Evidence, in an action against an express com- 
pany for two hogs and the crate in which they were 
shipped, the animals never having been delivered, held to 
sustain a verdict for plaintiffi—Herold vs. United States 
Express Co., 152 N. W. 393. 


(Tex. Civ. App.) Evidence in an action against a car- 
rier for delay in transporting live stock, held to sustain 
a recovery for shrinkage and depreciation in value.—Gulf, 
Cc. & S. F. Ry. Co. vs. J. A. Bowers & Son, 175 S. W. 
861. 

(Tex. Civ. App.) A carrier guilty of delay and rough 
handling in transporting cattle for pasturage may show 
that the cattle, though injured, soon recovered.—Houston 
& T. C. R. Co. vs. Lindsey, 175 S. W. 708. 

(Wash.) Plaintiff shipper held to have the burden 
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of proving presentation of a claim for loss or injury 
in accordance with the provisions of the bill of lading.— 
Henry vs. Chicago, M. & P. S. Ry. Co., 147, P. 425. 
Evidence for Jury: 

(Mo. App.) In an action against a carrier for dam- 
ages to a shipment of live stock caused by negligent de- 
lay in transit, evidence held sufficient to go to the jury 
on the question whether the delay was unreasonable.—Sikes 
vs. St. Louis & S. F. R. Co., 176 S. W. 255. 

In an action against a carrier for negligently delaying 
a shipment of live stock, evidence held sufficient to go to 
the jury on the question whether the delay was negli- 
gent.—Id. 

(Tex. Civ. App.) In an action against a carrier of live 
stock for injuries to a jack, question whether foundering 
was caused by defendant, held for jury —Gulf, C. & S. F. 
Ry. Co. vs. Green, 176 S. W. 63. 

(Tex. Civ. App.) Whether plaintiff whose horse was in- 
jured by defendant was guilty of contributory negligence in 
not having it treated by a veterinary and in using it too 
soon, held, under the evidence, a question for the jury.— 
Andrews vs. Viraldo, 196 S. W. 737. 

(Tex. Civ. App.) In an action against initial and con- 
necting carriers for delay in transporting stock, a judg- 
ment against both held not sustained by the findings.— 
St. Louis S. W. Ry. Co. of Texas vs. Miller & White, 176 
S. W. 830. 


(Tex. Civ. App.) In an action for injuries to horses 
during shipment, the submission to the jury of the ques- 
tion whether contracts limiting liability were valid held 
proper.—Southern Pacific Co. vs. T. W. Meadors & Co., 
176 S. W. 882. 

Filing Claims: 

(Wash.) <A provision in a bill of lading prohibiting 
claim for damages unless made within thirty days after 
it occurred is not within Rem. & Bal. Code, 8658, probihit- 
ing the restricting of a carrier of live stock’s common-law 
liability—Henry vs. C., M. & P. S. Ry. Co., 147, P. 425. 
Limitation of Liability: 

(Ky.) In an action against carrier of live stock, de- 
livery in such condition that cattle were worth as much 
as their value declared by shipper in contract limiting car- 
rier’s liability, although damaged and worth less than 
orginal value, held no bar to recovery of usual damages 
not in excess of amount per head limited by contract.— 
Cincinnati, N. O. & T. P. Ry. Co. vs. Smith & Johnston, 
176 S. W. 1013. 


(Tenn.) Stipulation in a contract of live stock ship- 
ment limiting value of animals held not to prevent re- 
covery where an animal, after being injured, is worth 
$100, but to limit to such amount recovery of damages 
ascertained by the usual rule—I. C. R. R. Co. vs. H. E. 
Wilson & Co., 176 S. W. 1036. 

(Ala) The provision in a bill of lading limiting the 
valuation and amount of recovery in the event of liability 
is available to the carrier without a special plea, where 
the bill of lading has been offered in evidence by plaintiff.— 
Ex parte J. R. Kilgore & Son, 67 So. 1002. 

Measure of Damages: 

(Tex. Civ. App.) Measure of damages for delay in 
transporting cattle is the difference between the amount 
received and the amount which would have been received 
had there been no delay.—Texas & P. Ry. Co. vs. Martin 
Bros., 175 S. W. 707. 

(Tex. Civ. App.) Measure of damages for injury to 
cattle by delay and rough handling is difference between 
their market price in condition they were delivered and 
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their market price if proper care had been exercised.— 
Houston & T. C. R. Co. vs. Lindsey, 175 S. W. 708. 
Proof: 

(Tex. Civ. App.) A shipper suing a carrier for negli- 
gent delay in transporting live stock, need only prove delay 
and resulting injury —Texas & P. Ry. Co. vs. Martin Bros., 
175 S. W. 707. 

Proximate Cause: 

(Tex. Civ. App.) In an action for injuries to horses 
during shipment evidence held sufficient to warrant the 
jury in attributing the injuries either to the delay or to 
the rough handling.—Southern Pacific Co. vs. W. T. Mead- 
ors & Co., 176 S. W. 882. 

(Tex. Civ. App.) Where there was no competent evi- 
dence that defendant receivers notified the initial carrier 
that their connecting road would not accept shipment, and 
the damage was due in part to delay on initial carrier’s 
line, judgment against receivers would be reversed and 
remanded.—Hover vs. Arledge, 176 S. W. 896. 

Reasonable Care: 

(Neb.) A carrier is liable for damages due to its 
failure to exercise reasonable care in safely transporting 
animals.—Herold vs. United States Express Co., 152 N. W. 
393. 

(Neb.) Whether reasonable care was exercised by a 
carrier in the transporting of a large hog in hot weather 
held for the jury.—Id. 





COAL CONFERENCE HELD 


THE TRAFFIO SERVIOB NEWS BUREAU, 
Colorado Building, Washington, D. O. 


An important informal conference was held at Wash- 
ington at the office of Commissioner Clements on the 
afternoon of August 13, between himself and Commissioner 
Clark, as representing the federal interest, and the traffic 
managers of coal-carrying roads interested in the Pitts- 
burgh district, the coal districts of eastern Ohio, the whole 
of West Virginia and the mines in Maryland that come into 
competition with the West Virginia mines that supply large 
cargo coal trade. 


They met for the purpose of discussing the question 
of the relationsip that should prevail among the different 
districts. Coal operators in the Ohio field through which 
the roads run that carry lake cargo coal from West Vir- 
ginia and the Ohio railroad commissioners are threaten- 
ing to “mess up” the coal rate situation by prescribing 
rates from Hocking and other mines in Ohio to the lake 
ports that will throw out of line all the rates from the 
competing but farther away districts. The object of the 
conference was to determine, if possible, what might be 
done to prevent chaos resulting from independent and 
drastic action by Ohio. 


Specifically, the railroads ask the Commission to hold 
an investigation with a view to prescribing the relation- 
ship. The request was made at the instigation of the 
Pennsylvania, backed by the New York Central and every 
other trunk line in the territory. The Pennsylvania and 
New York Central have been losing tonnage and are 
alarmed. 


All the railroads carrying coal from Maryland, West 
Virginia, Kentucky and Tennessee to Lake Erie ports, for 
transshipment, have agreed to abide by any decision as 
to the relationship of rates that may be prescribed by 
the Commission, if that body will only take up the sub- 
ject. Pittsburgh district and Ohio coal operators naturally 
subscribe to the move initiated by the Pennsylvania. Any 
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change that would be deemed possible in the present rela- 
tionship would inure to their benefit. West Virginia and 
Kentucky operators are not expected to adhere to such a 
program. 


In fact, the movement was started by the Ohio and 
Pittsburgh district operators, and taken up, it is said, by 
the Pennsylvania and New York Central because they 
have lost tonnage to the roads carrying coal from West 
Virginia, Kentucky, Tennessee and Maryland. C. M. 
Johnson, attorney for the Pittsburgh Coal Co., told Com- 
missioners Clements and Clark that the Ohio and Pitts- 
burgh district mines, where they are operating at all, are 
producing from 35 to 45 per cent of their usual tonnage, 
while the West Virginia mines are booming with the 
business that has gone to them because, relatively speak- 
ing, the rail rates from the Pittsburgh and Ohio fields 
are too high. 

The rate from the Pittsburgh district is 78 cents. 
The Ohio field, known as Pittsburgh No. 8 vein, is three 
cents under Pittsburgh, but that differential is not great 
enough to overcome the advantage the West Virginia 
mines have by reason of thicker veins and lower, non- 
union wages for miners. 

At the conference the~assertion. was made that re- 
cently one of the big Pittsburgh district operators lost 
a 500,000-ton contract because it could not offer run-of- 
mine coal for 75 cents at the pit mouth. That coal, it 
was asserted, was to be carried 750 miles to Chicago, 
after an assembling haul of 30 miles, for the published 
rate of about $1.40. The 75 cents which is to be paid 
for the coal, the operators from the Pittsburgh and Ohio 
districts asserted, would-not pay the out-of-pocket cost 
of coal from their mines. They doubted whether coal 
could be produced for so small a sum as that, even in 
the thick vein and cheap labor sections of West Virginia 
and Kentucky. 


“Distress in Belgium cannot be much worse than the 
conditions in the Pittsburgh No. 8 vein district of Ohio,” 
said Mr. Johnson, who was spokesman for the coal op- 
erators. “We have had to run relief trains into that 
district, which has been on strike for the greater part 
of two years. Conditions in the Hocking field in Ohio 
are about as bad. The strike in that field did not last 
as long as in No. 8, but when the differences between 
the miners and the operators were composed, the former 
had no market for their coal.” 


Although not openly stated, the fact was generally 
admitted that the loss of tonnage by the Pennsylvania 
and the New York Central is the cause of the agreement 
between the railroads to submit the question of relation- 
ship between rates to the Commission. Those roads are 
big enough to threaten reprisals, hence the willingness 
of carriers from other fields to agree that the Commission 
shall say what the rates shall be from each district. 


Commissioners Clements and Clark did no more than 
promise their callers that they would submit the propo- 
sition to their colleagues. The former, it is known, thinks 
the railroads, having the power to initiate rates and reg- 
ulations, should take the initiative in fixing rates that 
will enable each of the competing fields to do a fair share 
of business. 

The threat of an order by the Ohio state railroad 
commissioners to fix rates for coal from the Ohio mines 
to Ohio ports, helped bring about the situation in which 
all the carriers, regardless of former differences of opin- 
ion, appear now to be willing to submit, in effect, to an 
arbitration by the Commission. : 
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When the Commission made its decision in the Boileau 
case it reduced the rate from the Ohio and Pittsburgh 
districts ten cents. When it disposed of the West Vir- 
ginia Lake Cargo Coal cases, it said that the Norfolk & 
Western might raise its rates ten cents. 


The object in reducing rates from Pittsburgh and 
Ohio districts was to give the mines there an opportunity 
to make the fight for lake cargo tonnage on terms more 
nearly equal. But the Baltimore & Ohio reduced the 
rate from the Fairmount, W. Va., district ten cents and 
thereby re-establised the relationship formerly existing, 
leaving the Pittsburgh and Ohio districts no better off 
than they were formerly. 


The Norfolk & Western did not increase its rates. 
It would have been useless for it to do so, because the 
Chesapeake & Ohio had not justified its proposed in- 
creases and for the N. & W. to have raised its rates 
would have been merely to turn tonnage over to mines 
on the competing line. ; 


The greater thickness of the West Virginia veins, 
the lower wages and the lower per ton per mile rates 
from the West Virginia mines, made it possible for them 
to dig coal in the farthermost corner of that state, send 
it right past the pit mouths of the mines in Ohio and 
lay it down on the docks at Ohio lake ports for less 
than the Ohio mines. The per ton-mile rate from the 
Ohio and Pittsburgh district mines to the ports is sub- 
stantially six mills, while the rate from West Virginia 
competing mines, roughly speaking, is only three mills. 

It is no secret that the Commissioners are not eager 
to get into the squabble, because they have no power to 
fix minimum rates. When they went into the Industrial 
Railways case, there was an agreement that whatever the 
Commission decided as to the character of the short 
railroads owned by the industrial concerns, would be 
observed as law by the parties in interest. But the 
agreement did not hold when those who made it found 
that the Supreme Court would not uphold the Commis- 
sion’s tap-line order. 

For that and other reasons the Commissioners are 
not likely to hurry to the relief of the railroads, who 
themselves have the power to fix the relationshps, al- 
though, as a practical matter, if they undertake, by hard 
and fast agreements to curb the competition among them- 
selves, they are in danger of being proceeded against 
under the anti-trust laws. 

Among those who participated in the conference were: 
George D. Dixon, vice-president in charge of traffic of 
the Pennsylvania Railroad; D. T. McCabe, third vice- 
president, Pennsylvania Lines West; A. P. Burgwin, assist- 
ant general counsel, of the same lines; H. M. Matthews, gen- 
eral coal and coke agent of the B. & O.; E. D. Hotchkiss, 
general freight agent of the C. & O.; T. S. Davant, vice- 
president in charge of traffic of the Norfolk & Western; 
F. C. Baird, general traffic manager of the Bessemer & Lake 
Erie; W. M. Duncan, receiver, and H. W. McMaster, 
general manager of the Wheeling & Lake Erie; W. 
A. Terry, assistant freight traffic manager of the 
New York Central; H. Q. Wasson, general freight agent 
of the Hocking Valley; W. K. Field, president, and C. M. 
Johnson, general counsel of the Pittsburgh Coal Co.; 
E. C. Morton of the New Pittsburgh Coal Co.; J. P. M. 
Stoneroad, Carnegie Coal Co.; W. M. Henderson of the 
Henderson Coal Co.; H. P. McCue, traffic manager of the 
Pittsburgh Coal Co., and D. W. Kuhn of the Pittsburgh 
Westmoreland Coal Co. 
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LEGAL DEPARTMENT 


Conducted by 
CHARLES CONRADIS, 
General Counsel, The Traffic Service Bureau. 
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In this department we shail answer simple questions relat- 
ing to the law of interstate transportation of freight. Readers 
desiring special service by immediate answer may secure pri- 
vately written answers to their inquiries by the payment of 
a small fee. 

Address Legal Department, The Traffic Service Bureau, 
Colorado Building, Washington, D. C. 


Consignee’s Recoupment from Shipper Paid Undercharges 
a Matter of Contract. 

Indiana.—Question: “One of our members shipped 
five cars of hay in September, 1913, and the freight was 
based on the minimum weight of 20,000 pounds to the 
car. The weight of these cars, however, overran this 
minimum, but the shipper did not know it until April, 
1915, nearly two years after shipment was made. The 
railroad company called their attention to the difference 
and sent them a memorandum for the amount in ques- 
tion. Now these people in turn had bought this hay 
from someone else and they are now asking reparation 
from the original shippers, who have refused to pay the 
claim, on account of the length of time which has elapsed, 
claiming it has been outlawed. Will you kindly advise 
me if the railroad company can collect a claim of this 
kind after such a great length of time has passed, and 
also, if possible, whether or not the original ‘shippers 
could be made to pay the consignor the amount claimed 
by the railroad company?” 

Answer: Kindly refer to our answer to “Pennsyl- 
vania,” published on page 1417 of the June 26, 1915, issue 
of The Traffic World, under the caption of “Consignee 
Prima Facie Liable for Freight,” as fully apprising you 
of the law concerning the right of the carrier to collect 
freight from either consignor or consignee. 

As concerns the right of the consignee to collect the 
undercharges from the consignor, that depends upon the 
contract of sale and the statute of limitation in the state 
in which the action is proposed to be brought. If the 
shipment was a straight consignment and the consignor 
did not agree to deliver at destination, then the consignee 
is liable for the freight and cannot recover the under- 
charges from the consignor. If, however, the consignor 
agreed with the consignee to pay the freight charges 
and the consignee was compelled to pay the carrier 
undercharges, then the consignee might recover the same 
from the consignor, provided that the statute of limi- 
tations of the state in which the action is brought has 
not begun to run. 


oa a = 


Routing via Particular Junction. 


Illinois—Question: “In December, 1914, we received’ 


a carload of rough hickory lumber from a sawmill lo- 
cated in east Tennessee. No routing instructions were 
inserted in the bill of lading, and the shipment moved 
via Louisville and Evansville. Freight charges were col- 
lected on a combination of locals, making 27 cents, no 
through rate being published. We discovered later that 
the combination of locals via Harriman, Tenn., Nashville, 
Tenn., and Paducah, Ky., were 22.5 cents. We filed claim 
for 4.5 cents overcharge, but the originating line refused 
the claim on the grounds that it was customary for them 
to route all traffic, originating on their line, for the 
north and northwest, via Louisville, unless specific in- 
structions were inserted in the bill of lading, and that 
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they had fulfilled all their obligations by so routing our 
shipment. We are basing our claim on the grounds that, 
in the absence of specific routing instructions, it is the 
duty of the initial carrier to route the traffic by the 
cheapest available route. Does the fact that it was the 
custom of this road to route certain traffic a certain 
way relieve it of the responsibility of selecting the best 
available route?” 

Answer.—The question not being sufficiently specific 
to enable us to ascertain whether by tariff rule or special 
permission of the Commission the higher rate is via the 
the shortest haul, or that Louisville and Evansville was 
the natural gateway, or that the shipment is governed 
by any fourth section order, we can answer the same 
only in the following general manner: 


If the shipper tenders its traffic unrouted it is the 
duty of the initial carrier to forward it via the cheapest 
available route, and if the shipment is forwarded via a 
junction taking a higher combination rate, reparation 
will be awarded. provided the carrier has no tariff on 
file with the Commission authorizing another gateway. 
The route of certain lines from and to certain poinis 
is markedly circuitous, especially from Tennessee and 
Kentucky points to points in Central Freight Association 
territory, and this situation has received the recognition 
and consideration of the Commission. In the case of 
Wm. H. Bower & Co. vs. Louisville, Henderson & St. 
Louis Ry. Co. et al., Unrep. Opinion A-744, the Commis- 
sion called attention to the fact that the route of that 
line from Louisville, Ownesboro and Henderson to all 
points of destination named in. Central: Freight Associa- 
tion territory is in all instances markedly circuitous in 
character, and that the lines north of the river made the 
rates from either Evansville or Louisville into Central 
Freight Association territory, and that they do so without 
regard to the Louisville. Henderson & St. Louis Ry., or 
any of the conditions existing along its line, and this 
arrangement was not condemned. In the case of David 
H. Clark vs. C., M. & St. P. Ry., Unrep. Opinion A-897, 
where a shipment from Harris and Osgood, Mo., to 
Omaha, Neb., was delivered to the carrier unrouted, and 
moved via the shortest route, taking a higher rate, the 
Commission held that the same had not been misrouted. 

+ % ~ 
Freight Charges Not a Priority Claim in Bankruptcy 
Proceedings. 

Chicago.—Question: “‘A’ made a shipment of lum- 
ber to ‘B,’ ‘B’ buying f. 0. b. Chicago and paying the origi- 
nally assessed charges: ‘One year later,-an additional bill 
was rendered by the carrier to ‘B,’ the consignee, but 
was referred back to the consignor, ‘A,’ as the material 
was bought f. o. b. Chicago. The original charges had 
been deducted from shipper’s invoice and the entire mat- 
ter settled. The railroads now advise that ‘A’ has gone 


.into bankruptcy without any assets that will more than, 


cover the mortgaged indebtedness, so that the general 
creditors will secure no dividends. Will you kindly ad- 
vise whether in your opinion the railroad’s E./B. would 
be considered a prior claim to both the mortgaged in- 
debtedness as well as to the claim of the general cred- 
itors?” 

Answer:—Section 64 of the bankruptcy act of 1898, as 
amended in 1903, designates the kind of debts which 
have priority and the order of payment thereof. A debt 
due a common carrier by reason of unpaid freight charges 
is not therein stated, and clearly does not come under 
the fifth classification described as ‘debts owing to any 
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person who by the laws of the state or the United States 
is entitled to priority.” In our opinion such a claim 
must take its regular course with those of other un- 
secured or non-preferred creditors. 

+ 2 & 

Damage Under Alternative Tariff 
Provision. 

Oregon.—Question: “Please refer to T. C. A. Tariff 
25-B, I. C. C. 1002, which provides two options—No. 1 
and No. 2. which the shipper may select when billing 
perishable freight between the months of October 15 and 
April 15. We shipped a car of apples on March 22 and 
from a point in the state of Washington to Tulsa, Okla. 
We made a notation on the bill of lading as follows: 
‘Protection from heat and frost furnished by shipper.’ 
This was considered by the carrier to be option No. 1. 
Contents of car checked at destination from one to a 
dozen apples per box rotting. Under these conditions is 
the proof on the carrier to show the freedom from 
negligence, i. e., that they did not leave vents closed when 
temperature was above freezing and that they closed them 
when the temperature fell below 32 degrees? If we had 
shipped under straight option 1 instead of using the nota- 
tion we did, would there be any difference in their re- 
sponsibility to us; in other words, if shipped under option 
1 does that mean that the carrier need not pay any 
attention whatsoever to the manipulation of ventilators, 
but that they may simply make delivery within a rea- 
sonable time and let the shipper take the consequences? 

“Will the new Cummins law have any effect upon the 
provisions of this tariff?” 

Answer: The earlier court decisions to the effect 
that a carrier is not liable for freezing of goods while 
in transit unless the evidence shows a negligence on 
its part, such as delay, improper handling of its equip- 
ment, etc., seems now to have given way to the doctrine 
that the obligation rests upon the carrier to furnish spe. 
cial equipment, or a special service to care for the traffic, 
and to guard the same against freezing while in transit. 
A recent decision by the Appellate Court of Illinois, in 
the case of Jennings Bros. vs. B. & O. R. R. Co., takes 
this view of the question, holding that when the plaintiff’s 
evidence tended to show that the goods were in good 
condition when tendered for shipment, and that they were 
in a frozen condition when they arrived at destination, 
the plaintiff had then made out a prima facie case of 
negligence, and it was incumbent upon the defendant to 
overcome the presumption; provided, however, that the 


Liability for Frost 
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carrier, when accepting the cars for shipment, did not 
impose any conditions in its bill of lading, requiring the 
shipper to furnish stoves for heating while in transit, or 
ask the shipper to assume the risk for the goods freezing 
in transit. See this case, briefly reported on pages 310 
and 311 of the Aug. 7, 1915, issue of The Traffic World, 
with other authorities in support thereof. 

In the case of Protection of Potato Shipments in 
Winter, 26 I. C. C., 681 (see page 1247 of the June 14, 
1913, issue of The Traffic World), the Commission, in 
interpreting section 1 of the act, held that this section 
requires carriers to furnish adequate equipment, and to 
guard against losses by freezing or heating, whenever 
the traffic is large enough to warrant the carrier to pre- 
pare for it and to offer special service therefor. It there- 
upon ordered the carriers to adopt some methods for 
satisfactorily handling the potato traffic in the North- 
west. 

In a further hearing of this case, on the carriers’ 
tariffs offering a protected service, cited in 29 I. C. C., 504 
(see page 504 of the March 14, 1914, issue of The Traffic 
World), the Commission held that there could be no 
reasonable objection to the carriers’ publication of a 
tariff providing an alternative provision in which a pro- 
tected service was offered at compensatory rates, in view 
of the character of the service and the liability involved 
for loss or damage resulting from inadequate protection, 
and at the same time offering the shipper the alternative 
right, at a lower charge, to furnish this protection for 
himself upon releasing the carrier from liability, except 
for losses and damages resulting from the carrier’s own 
negligence or delay in the movement of the shipment. 

But the shipper in assuming all liability for loss or 
damage due to frost, does so on the condition that the 
same is not the direct result of the negligence of the 
earrier. The carrier must use foresight, diligence and 
care to protect the property from damage, and, assuming 
that the damage in question did not occur because of the 
inherent nature of the goods, it is our opinion that if 
it can be shown that the carrier failed to properly regu- 
late the ventilation of the car, and that on account 
thereof. the damage necessarily resulted, that the carrier 
will be liable. 

The Cummins amendment to the act now prohibits 
a carrier from entering into a contract with the shipper 
for a release from liability as an alternative to other 
tariff provisions under which the carrier will accept this 
responsibility itself. 








Docket of The Commission 


Note.—items in the Docket marked with an asterisk (*) are 
new, having been added since last Friday’s Daily and since the 
last issue of The Traffic World. Cancellations and _ oo 
ments announced too late to make the change in this 
will be noted elsewhere. 


August 23—Helena, Mont.—Commissioner Hall: 
6151—Lindsay & Co., Ltd., et al. vs. Northern Pacific Ry. Co. 


Tae hnarions Brewing Co. et al. vs. Great Northern Ry. Co. 
et al. 


-~ 25—Great Falls, Mont.—Commissioner Hall: 
2—Royal Milling Co. vs, Great Northern Ry. Co. 
7893—Royal Milling Co. vs. Great Northern 4 Co. 
- - = tg Milling Co. vs. Great Northern Ry. Co. 
be River Distilling Co. vs. Great Fs sad Ry. Co. 
et al 


August 30—Grand Junction, Colo.—Commissioner Hall: 
1. & S. 674—Melon refrigeration charges. 


September 1—New York, N. Y.—Examiner Thurtell: 

Fourth Section Application No. 10172, filed on behalf of the 
Southern Pacific Co.-Atlantic Steamship Lines, asking for 
authority to establish a set of extremely low commodity 
rates from New York Pier to the California ports without 
making such rates applicable to the intermediate points. 


Docket 


September 2—New York, N. Y.—Examiner Thurtell: 

Fourth Section Application No. 10199. On behalf of lines 
operating from Pacific Coast ports via the Gulf ports and 
water carriers, thence to establish reduced rates on oats, 
wheat, alfalfa ‘meal and rice in carloads from Pacific Coast 
ports to eastern seaboard points without applying such 
rates as maxima from or to intermediate points. 

Fourth Section Application No. 10227. On behalf of the A. T. 

S. F. Ry. and the Western Pacific Ry., and their eastern 
connections for authority to establish reduced rates on 
beans, canned goods, barley, oats, wheat, dried fruits, al- 
falfa meal and rice from Pacific Coast ports to Atlantic 
seaboard points without making such rates applicable as 
maxima from or to intermediate points. 

September 2—Sioux Falls, S. D.—Examiner Haggerty: 

6622—In the matter of rates on coal, C. L., from points in 
Wyoming and Montana to points in, South Dakota. 

September 2—Denver, Colo.—Commissioner Hall: 
\. & S. 669—Rates on coc! from Colorado and Wyoming mines. 
September 7—Adrian, Mich.—Examiner Flynn: 
7697—Peerless Wire Fence Co. vs. Wabash ds R. Co. et al. 
7850—F. W. Prentice Co. vs..N. Y. C. R. R. Co. 
September 7—Norfolk, Va.—Examiner eater 

a 74 em {Shore of Virginia Produce Exchange vs. N. Y. 

P. & N. R. R. Co. et al. 
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8075—Eastern Shore of Virginia Produce Exchange vs. N. Y. 
‘P. & N. R. R. Co. et al. 
September 7—Cincinnati, Ohio—Examiner Mattingly: 
1. & S. 636—Rates on broomcorn to Cincinnati. 
—- E. Heyser Lumber Co. vs. K. & W. Va. R. R. Co. 
et al. 


September 7—Minneapolis, Minn.—Examiner Hagerty: 
1. & S. 683—Rates on stone to Des Moines, Ia. 
6465—Pillsbury Flour Mills Co. vs. Great Northern Ry. Co. 
6069—Russell Creamery Co. vs. Great Northern Express Co. 

September 7—Baltimore, Md.—Examiner J. E. Smith: 
7889—Louis Muller & Co. et al. vs. C. B. & Q. R. R. Co. et al. 
a ee Tin Can Co. et al. vs. B. & O. R. R. Co. 

et al. 
7937—T. M. Dinsmore & Co. vs. P. B. & W. R. R. Co. 
8110—H. E. Kriel] vs. B. & O. R. R. Co. 


September 7—Prescott, Ark.—Examiner Wilson: 
* 7947—Austin Q. Miller, trustee, vs. Eastern Ky. Ry. Co. et al. 


September 8—Cincinnati, Ohio—Examiner Mattingly: 
7632—Joseph Joseph Bros. & Co. vs. Me. Cent. R. R. Co. et al. 
7880—Ulland Coal Co. vs. L. & N. R. R. Co. et al. 
oY" tee Co. vs. Alabama Great Southern R. R. Co. 

et al. 


September 8—Minneapolis, Minn.—fxaminer Haggerty: 
7409—Reeves Coal Co. vs. Chicago, Milwaukee & St. Paul Ry. 
= Mill and Elevator Co. vs. M. St. P. & S. S. M. 


0. 
Ry. Co. et al. 

= Elevator Co. vs. Fairmount & Veblen R. R. Co. 
et al. 


September 8—Little Rock, Ark.—Examiner Wilson: 
7847—Darragh Co. vs. C. R. L & P. Ry. Co. et al. 


Geptember 8—Philadelphia, Pa.—Examiner Gibson: 
\. & S. 650—Rates on cement to Long Island points. 


September 8—New York, N. Y.—Examiner Burnside: 
\. & S. Docket No. 613—New York-Jersey City ferry rates. 


Geptember 8—St. Louis, Mo.—Examiner Gutheim: 
|. & S. 647—Rates on lumber to Wisconsin points. 
Beptember 9—Philadelphia, Pa.—Examiner J. E. Smith: 
— =o Webster & Co. vs. Philadelphia & Reading Ry. 
o. et al. 
September 9—Philadelphia, Pa.—Examiner Gibson: 
\. & S. 661—Ailowances on anthracite coal at Hauto & Nes- 
quehoning, Pa. 
September 9—Detroit, Mich.—Examiner Flynn: 
7415—Ford Motor Co. vs. G. T. Wn. Ry. Co. et al. 
6511—Michigan Seating Go. vs. G. T. N. W. Ry. Co. et al. 
7496--City Ice Delivery vs. P. M. R. R. Co. et al. 
September 9—Washington, D. C.—Examiner Gartner: 
\. & S. 7i—Coal and coke from points on the L. & N. to 
points on the Big Four R. R. 
|. & S. 321—Coal rates from Virginia mines. 
\. & S. 625—Coke rates from Virginia points. 
|. & S. 633—Coal rates from Virginia mines. 
September 9—Cincinnati, Ohio—Examiner Mattingly: 
8058—W. H. Settle & Co. vs. Alabama Great Southern R. R. 
R. R. Co. et al. 
8087—E. C. Bradley Lumber Co. vs. New Orleans Great 
Northern R. R. Co. et al. 
September 9—Minneapolis, Minn.—Examiner Haggerty: 
a 1 eee Lumber Co. vs. Canadian Northern Ry. 
o. et al. 
7802—Minnesota & Ontario Power Co. vs. C. St. P. M. & O. 
Ry. Co. et al. . 
7831—C. A. Kaye vs. Canadian Northern Ry. Co. et al. 


DIGEST OF NEW COMPLAINTS 


No. 7625, Sub. No. 7. The McCaull-Dinsmore Co., Minneapolis, 
vs. C. & N. W. et al. 

Against the Class B rate of 231% cents on shelled corn from 
Goldfield, Ia., to Atchison, Kan., as unjust and unreasonable 
to the extent that it exceeded the combination of intermedi- 
ate rates, amounting to 14.7 cents. Asks for cease and desist 
order and reparation. 

No. 8183. The Denver Live Stock Commission Co. for G. H. 
oe Denver, vs. St. Louis, Rocky Mountain & Pacific 
et al. 

Unjust and unreasonable charges on shipments of stock 
calves from Cimarron, N. M., to Denver. Ask for the ap- 
Plication of the published rate, and reparation. 

No. 8185. The Ruby Mfg. Co., Jackson, Mich., vs. Galveston, 
Harrisburg & San Antonio et al. 

Unjust and unreasonable rates on shipment of angle iron, 
bolts and galvanized sheet iron by reason of alleged error 
in classification. Ask for the establishment of a classifica- 
tion for iron and steel billboard material and rates under 
that classification, and reparation. 

No. 8185, Sub. No. 1. Same vs. Atchison et al. 

Against a rate of 46 cents to the Mississippi, and $2.12 
from the river to Las Vegas, N. M., on steel billboard ma- 
terial as unjust and unreasonable. Ask for a rate of 22 cents 
from Jackson to Chicago and $1.52 from Chicago to Las 
Vegas, and reparation. 

No. 8186. John L. Scott, Northampton County, Virginia., vs. 
Cape Charles R. R. Co. et al. 

Unjust and unreasonable rates on vegetables from points 
in that county to Philadelphia and New York. Asks for 
through routes and joint rates to cover Irish and sweet po- 
tatoes and cabbages. 

No. 8187. Nephi Plaster and Manufacturing Co., Gypsum and 
Salt Lake, Utah, vs. Denver & Rio Grande R. R. Co. et al. 

Unjust and unreasonable rates on plaster from Utah points 








to Portland, Ore. Ask for just and reasonable through rates. 


and reparation. 
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~ 8187, - No. 1. Same vs. Butte, Anaconda & Pacific Ry. 

o. et al. 

Same as to shipments to Butte, Mont. 

No. 8187, Sub. No. 2. Same vs. Denver & Rio Grande et al. 

Same as to shipments to Pocatello, Idaho. 

No. 8188. Cudahy Packing Co., Los Angeles, Cal., vs. A. T. & 
S. F. Ry. Co. 

Unjust and unreasonable charges on shipments of sheep in 
double deck cars under the decision of the Commission in 
Docket 4877, prescribing the application of the fat cattle 
minimum and rates under those circumstances. Ask for 
reparation on 235 cars, or $3,726.66. 

No. 8189. Forbes Mfg. Co., Hopkinsville, Ky., vs. L. V. et al. 

Against the rate of $1.13 on rolls of iron wire cloth from 
Cortland, N. Y., to Hopkinsville, Ky., as being unjust and 
unreasonable to the extent that it exceeds 82c. Asks for a 
just and reasonable rate and reparation. 

No. 8190. Tarkio Champion Feed Co., Kansas City, vs. Missouri 
Pacific et al, 

Against a rate of 26.5c on molasses stock feed from Kansas 
City to Chickasha, Okla., as unjust and unreasonable. Asks 
for a rate of 17.5c and reparation. 

No. 8191. The Henry D. Davis Lumber Co., Portland, Ore., vs. 
Northern Pacific et al. 

Alleges overcharges on shipments of extra length timbers 
from Doty, Wash., to Topeka, Kan.. Asks for a cease and 
desist order and reparation. 

No. 8192. Oyster Growers’ and Dealers’ Assn. of North America, 
Baltimore, Md., vs. B. & O. et al. 

Against the addition of the cost of the ice to published 
rate on oysters and shell fish in Official Classification terri- 
tory. Asks for a cease and desist order and just and reason- 
able rates. 

No. 8193. John and Henry A. Goetz, partners, as Goetz Bros., 
New Albany, Ind., vs. Pennsylvania Co, and Elgin, Joliet & 
Eastern. 

Against a charge of $3 per ton on sand from New Brighton, 
Pa., to Gary, Ind., as unjust and unreasonable and in viola- 
tion of the published rate of $2 per ton. Ask for ceaSe and 
desist order and reparation. 

No. 8194. Wisconsin & Arkansas Lumber Co. et al. vs. St. 
Louis, Iron Mountain & Southern et al. 

Against the application of the southwestern yellow pine 
blanket to Kansas City, Springfield, Joplin, Carthage, Coffey- 
ville, Fort Scott, Pittsburg, Wichita, St. Louis, East St. 
Louis, Thebes and Memphis.- Ask for just and reasonable 
rates. 

No. 8195. _ er Distributors’ Co., Seattle, vs. Lehigh Val- 
ley et al. 

Against a rate of $1.87% on garlic from points in Illinois to 
Seattle as unjust and unreasonable. Ask for just and reason- 
able rates and reparation. 

No. 8196. Byrd-Matthews Lumber Co. et al., Helen, Ga., vs. 
Gainesville & Northwestern et al. 

Unjust and unreasonable rates on hardwood lumber and 
discriminatory in favor of other western North Carolina 
points. Ask for just and reasonable rates to Louisville, 
Evansville, Buffalo, Pittsburgh and points in Buffalo-Pitts- 
burgh zone. 

No. 8197. The L. A. Strobel Co., Cincinnati, vs. Illinois Central 
et al. 

Unjust and unreasonable charges on shipments of moulding 
—_ Cincinnati to New Orleans for export. Asks for repara- 
tion. 

No. 8198. The Bon Marche, Seattle, Wash., vs. C. M. & St. P. 

Unjust and unreasonable charges on one delivery wagon 
from Chicago to Seattle. Asks for reparation. 

No, 8199. Beckman Saw Mill Co., DeQueen, Ark., vs. St. Louis, 
Iron Mountain & Southern et al. - 

Against a rate of 57 cents on second-hand saw _ mille 
machinery from Stevenson, La., to DeQueen, Ark. Asks for 
just and reasonable rate and reparation. 

No. 8200. Chattanooga Sewer Pipe and Fire Brick Co. vs. A. T. 
& S. F. et al. 

Against rates on wall coping from Chattanooga to: points 
in Mississippi, Louisiana, Alabama and Florida, as compared 
with rates on sewer pipe. Asks for reasonable rates and 
reparation. 


MINOR UNREPORTED OPINIONS 


Copies of Unreported Opinions may be obtained from the 
wee ington office of The Traffic Service Bureau at a nominal 
price.) 


No. 2134, Case No. 7789. Stephens-Adamson Mfg. Co. et al. 
vs. Alabama Great Southern R. R. Co. et al. Rate of $4.35 per 
gross ton on pig iron, C. L., from producing points in Birming- 
ham district, Alabama, to Aurora, North Aurora, Batavia and 
St. Charles, Ill, found to be unreasonable and rate of $4 per 
gross ton prescribed as maxima for the future. 

No. 2135, Case No. 5333. Thomas C. Edwards vs. Gulf, Colo- 
rado & Santa Fe Ry. Co. et al. Rates on hay, C. L., Alvin and 
other points in Texas to Crescent and other points in Louis- 
iana found unreasonable. Reparation awarded. 

No. 2136, |. & S. No. 590. ‘‘Class Ratés from Michigan.” 
Respondent permitted to withdraw the schedules under sus- 
pension and upon the filing of the necessary supplement the 
order of suspension entered herein will be vacated. 

No. 2138, |. & S. Docket No. 589. ‘‘Lumber Rates to Ameri- 
cus, Ga.”’ Proposed increased rate of 12% cents per 100 pounds 
on lumber, Lake City and Watertown, Fla., to Americus, Ga., 
found not fully justified. Schedule under suspension ordered 
canceled, but without prejudice to the publication of rates not 
in excess of 11 cents per 100 pounds to apply as maxima to 
intermediate points. 

No, 2139, Case No. 4198. ‘‘In the Matter of Express Rates, 
Practices, Accounts and Revenues.’’ Modification of classifica- 
tions allowed and disallowed as of October 1. 
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WESTERN CLASSIFICATION 


Official Docket of Hearings Before the Western 
Classification Committee on Applications 
for Changes in Ratings, Rules, Etc., 
in Classification No. 53 


The Western Classification Committee, 
R. C. Fyfe, Chairman; H. C. Bush, W. E. Prendergast. 
The Western Classification Committee will, on the dates 
and at the hours named, consider the following applications for 
changes in ratings, rules, etc., in Classification No. 53. Inter- 
ested persons desiring to appear and present arguments will 
be heard in the committee conference room, 1875 Transportation 
Building, Chicago, unless another locality is stated. 


TUESDAY, SEPTEMBER 14. 


Docket No. 500—10:00 A. M. Submitted by Shippers. 
Gum Arabic, in bales or sacks, third class. 


Docket No. 501—10:30 A. M. 
Submitted by Uniform Classification Committee. 
Forms or Form Parts, Clothing Display or Dress Fitting: 
Busts, without heads or arms: 
Without standards or skirt forms, in boxes or crates, L. 
Cc. L., class D1. 
With standards attached, not telescoped, and with or with- 
out skirt forms, in boxes or crates, L. C. L., class D1. 
With standards detached or telescoped so that bust rests 
on base of standard: Without skirt forms, in boxes or 
crates, L. C. L., first class. With skirt forms: Skirt sep- 
arated from and placed over bust or skirt collapsed or 
skirt taken apart and nested: In crates, L. C. L., first 
class; in boxes, L. C. L., first class; in cabinets, in boxes 
or crates, L. C. L., first class, 
Busts, without heads or arms and with or without standards 
or skirt forms, in packages named, C. L., minimum weight 
12,000 pounds (subject to Rule 6B), second class. 








Heads, Hands, Feet or Limbs: Wax, in boxes, three times 
first class; other than wax, in boxes or crates, 
class D1; papier mache, in boxes or crates, class D1; 


papier mache and metal combined, ithout standards or 
with standards detached or telescoped, in boxes or crates, 
class D1; metal, collapsed or nested, in boxes or crates, 
class D1. 

Standards or Standard Bases, metal, in boxes or crates, sec- 
ond class. 

Clothing Display or Dress Fitting Forms or Form Parts, not 
otherwise indexed by name: Papier mache, in boxes or 
crates, class D1; papier mache and metal combined, in 
boxes or crates, class Dl: other than papier mache or 
papier mache and metal combined, in boxes or crates, 
elass D1, 

(Cancels Items 21 and 22, Page 161—U. 3255.) 


Docket No. 502—11:30 A. M. 
Description by Uniform and Ratings by 
Western Classification Committee. 
Soda Fountain Outfits, consisting of Draft Arms or Draft 
Stands, with or without lighting fixtures attached, not in- 
cluding globes or shades, in barrels or boxes, and Soda 
Fountain Counters or Counter Cabinets, in barrels, boxes 
or crates, mixed C. L., or in mixed C. L. with Back Bar 
Bases or Tops, Cooling Boxes, Counters, Counter Slabs, 
Lighting Fixtures, not including globes or shades, for back 
bars or counters, Refrigerators or Work Boards, in barrels, 
boxes or crates, minimum weight 15,000 pounds (subject to 

Rule 6B), third class. 
(Cancels Item 187, Sup. 6.) 


Docket No. 503—11:30 A. M. Submitted by Shippers. 
Tires, Rubber: In bundles or bales, wrapped (see Note) i 
L., one and one-half times first class. 

Note:—Wrapping must be of burlap or of paper and bur- 
lap, or of waterproof paper having a resistance of not less 
than 60 pounds to the square inch, Mullen test, and rein- 
forced with a cotton cloth of not less than 40x40 threads to 
the inch; or of two thicknesses of waterproof paper each 
‘having a resistance of not less than 60 pounds to the 
square inch, Mullen test, fastened together with a water- 
proof composition and containing parallel strands of yarn 
not more than % inch apart. 

(To amend Item 1, 








Page 316.) 


WEDNESDAY, SEPTEMBER 15. 


Docket No. 504—10:30 A. M. : 
Submitted by Uniform Classification Committee. 
RULE 8. 
Ratings applicable on different kinds of packages. 

SECTION 1. Unless otherwise provided for in the Classi- 
fication, all freight shipped in crates, bales, bags or bun- 
dles will take, when shipped in crates, the next class higher 
(greater) than in boxes, and when shipped in bales, bags 
on bundles, one class higher (greater) than in crates. 
Where same rating is provided for articles shipped in bun- 
dles or boxes, the rating given will apply upon shipments 
of the same articles in crates. When no rating is shown 
for articles in boxes, the rating shown for the same article 
in crates will apply. When not otherwise specified in the 
Classification, where the same rating is provided for articles 
shipped in crates or boxes, the same articles shipped in 
bundles will take the next class higher (greater). When 
not otherwise specified in the Classification, the rating 
given on shipments in boxes shall apply upo. shipments in 
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barrels or kegs, or in drums (See Section 10 of this Rule) 
and ‘‘vice versa.’’ 

Shipments made in basket work packages (combined 
woven wood and wire), or in boxes with slatted tops, are 
ratable as in crates, , 

Freight in insecure packages not accepted. 

SECTION 2. Freight will be accepted only when the con- 
tainers are of sufficient strength and security to a‘ford 
reasonable and proper protection to the freight which the 
containers enclose. 

Freight must be enclosed by container. 

SECTION 3. Articles for which containers are specified 
must be enclosed by the containers so that no ends or other 
parts protrude, unless otherwise provided in the separate 
description of articles. 

Fragile articles to be protected. 

SECTION 4. (a) Articles that are easily broken must be 
protected by packing material within the container to pre- 
vent breakage. 

Definition of ‘‘Packed.”’ , 

(b) When the term ‘‘packed”’ is used in package specifi- 
cations it means that the article for which the “packed’’ 
specification is provided must be protected by or with par- 
titions, wrappers, excelsior, straw or other packing material 
that will afford adequate protection against breakage or 
damage. 

Construction of Containers. 

SECTION 5. All containers must be strongly made from 
material of sufficient strength to protect the articles against 
ordinary risks of transportation, and must also conform to 
the specifications of this Rule. Special conditions respect- 
ing the construction of containers, shown in the separate 
descriptions of articles, must be observed. 

Box specifications. 

SECTION 6. Boxes must be made of iron or steel, not 
less than 16-gauge U. S. standard, or of wood, except as 
provided in Rule 42, with solid or closely fitted sides, ends, 
tops and bottoms securely fastened. Wooden boxes of un- 
usual size-or carrying unusual weight must be strapped or 
be reinforced by cleats. 

Crate specifications. 

SECTION 7. Crates must be made of wood, protecting 
contents on sides, ends, top and bottom, and no part of the 
contents shall protrude. Crates must hold contents securely 
in place and be so constructed that the freight may be 
taken into and out of the car or vessel within the crate. 
Surfaces liable to be damaged must be fully protected. 
Pieces forming the crates must be of sound material, free 
from defects that materially lessen their strength. Crates 
of unusual size or carrying unusual weight must be strapped 
or be reinforced by cleats placed diagonally. Crates in 
circular form must be reinforced at ends by metal or 
wooden hoops securely fastened to the package. 

Specifications for pails, firkins, kits and tubs. 

SECTION 8. (a) Pails, Firkins, Kits and Tubs must be 
made of wood, indurated fiber, compressed pulp or of iron or 
steel, except as provided in Rule 9, and, 


Securing tops on iron or steel pails, etc. 

(b) When made of iron or steel, tops must fit closely and 
must be secured by crimping into the sides; or by one or 
more iron or steel clamps extending across the top and se- 
curely clamped to opposite sides; or securely clamped to 
sides by not less than four iron or steel clamps Or lugs; or 
when friction tops are used they must be completely and 
securely set in place and tightly clamped to sides by not 
less than two iron or steel clamps or lugs; or, 


Securing wooden tops on wooden pails, etc. 

(c) When made of wood, heading or tops must be made 
of one piece or of two or more pieces closely fitted, or of three 
or more plies of veneer firmly glued together cross grain; 
and, 

(ad) Heading must be securely held in grooves (crozes) or 

_ on shoulders by hoops or head liners, or when the packages 
are without grooves (crozes) or shoulders, heading must be 
securely held in place by head liners, which must be fast- 
ened by cement-coated nails, toe-nailed through the head 
liner and top into the sides; or, 

(e) Top nailed to sides with not less than three cement- 
coated nails and reinforced with two or more metal straps 
or wires crossing at center of top, eincircling the package; 
or, 

(f) Top nailed to sides with not less than three cement- 
coated nails and reinforced with two or more metal straps 
or wires crossing at center of top, with ends of straps or 
wires brought over and secured to the hoops, sides or bot- 
tom; or, 

(g) Top nailed to sides with not less than three cement- 
coated nails and reinforced with three or more bands riv- 
eted at the center of top and ends brought over and secured 
to the hoops, sides or bottom; or, 

(k) Top nailed to sides with not less than three cement- 
coated nails and held tightly in place by a metal hoop fot 
less than one inch in width crimped into or over the edge 
of the top, and crimped into or nailed to the sides; or, 

(i) When tops are fifteen inches or more in diameter, top 
must be nailed to sides with not less than six cement- 
coated nails, not less than one and one-half inches long 
and reinforced with not less than six metal clamps; the 
points of clamps to be barbed and cement-coated and not 
less than one-half inch in length, driven into top and sides, 
equal distances apart; or, 

(j) When tops are less than fifteen inches in diameter 
top must be nailed to sides with not less than four cement- 
coated nails not less than one and one-half inches long and 
reinforced with not less than four metal clamps; the points 
of clamps to be barbed and cement-coated and not less 
than one-half inch in length, driven into top and sides, 
equal distances apart; or, 

(k) When top is encircled with a hoop extending over 
the side not less than one-half inch meeting the top hoop 


. 
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on the package, the top must be secured to the sides by 
metal.straps not less than one-half inch wide and four 
inches long, nailed to side and top equa] distances apart 
with two nails (not tacks) at end of each strap, or with 
metal clamps, the points of which must be barbed and 
cement-coated and not less than one-half inch in length. 
When covers or tops are fifteen inches or more in diameter, 
not less than four straps or metal clamps must be used, 
and when covers or tops are less than fifteen inches in 
diameter, not less than three straps or metal clamps must 
be used; or, 

(1) When made of ash, oak or spruce and top is encircled 
with a hoop, the hoop must extend over the side not less 
than one-half inch and be secured to the sides by 
metal straps not less than one-half inch wide and 
four inches long, nailed to side and top, equal distances 
apart with two nails (not tacks) at end of each strap. 
When covers or tops are fifteen inches or more in diameter, 
not less than four straps must be used, and when covers or 
tops are less than fifteen inches in diameter, not less than 
three straps must be used; or, 

(m) When made of wood with metal tops, top must have 
flange closely fitting over the edge of the side, and be nailed 
to side, nails ngt to be more than five (5) inches apart. 


Securing metal tops on wooden, pails, etc. 


(n) Wooden Tubs not conforming to requirements of Sec- 
tion 8 (c) to (1) inclusive, must have heading not less than 
one-half (%) inch in thickness, secured by two battens ex- 
tending completely across the head and the ends of battens 
must be nailed to sides of tub. 


Exception for wooden tubs. ; 
(o) When made of indurated fiber, heading or tops must, 


be made of wood in one piece, or of two or more pieces 
closely fitted, or of three or more plies of veneer firmly 
glued together cross grain, and, 


Securing wooden tops on indurated fiber pails, etc. 


(p) Heading must be securely held in place by a metal 
hoop and by not less than five cement-coated nails, not less 
than one and one-half inches in length, driven through the 
hoop and side of the package into the heading, equal dis- 
tances apart; or, 

(q) Heading must be secured by not less than five metal 
clamps, equal distances apart; one end of each clamp to be 
driven up under hoop and the other end to be driven into 
heading: points of clamps to be not less than one-half inch 
in length, barbed and cement-coated. 

(r) When made of compressed pulp, pails meeting the 
requirements of paragraphs (s), (t), (u), (v), (Ww) and (x) 
will be accepted as shipping containers; 

(s) Body and bottom must be in one piece. Top must 
be in one piece; : 

(t) Body, bottom and top must have been compressed 
under pressure of not less than 1,500 Ibs. to the square inch, 
must be not less than five-tenths of an inch in thickness 
and must have a resistance of not less than 300 lbs. to the 
square inch, Mullen test. Gross weight of the pail and 
contents must not exceed 55 Ibs.; or, 

(u) Body, bottom and top must have been compressed 
under pressure of not less than 1,800 lbs. to the square inch, 
must not be less than three-eighths of an inch in thickness 
and must have a resiStance of not less than 375 lbs. to the 
square inch, Mullen test. Gross weight of the pail and 
contents must not exceed 90 Ibs. 

(v) Top must be made with a shoulder not less than 
three-sixteenths of an inch in thickness and not less than 
one-fourt® of an inch in width, so constructed as to fit 
closely to the inner side of the body. 

(w) Top must be secured to the body by not less than 
four metal straps not less than three-eighths of an inch 
in width, outer ends to be securely fastened to the body 
and inner ends to be joined and securely crimped together so 
as to form two complete straps crossing at center of top. 

(x) All compressed pulp pails that are made to conform 
to the requirements of paragraphs (s), (t), (u), (v) and (w) 
of this rule must bear certificate of pail-maker, labeled, 
printed or stamped in ink, showing that the pails do so 
conform; this certificate to be not less than 244,x4 inches 
and to be a facsimile of the following in form and style of 
type and wording: 


(Name and address of Pail-maker and figures showing 
thickness, pressure, resistance and gross weight limit 
to be inserted by Pail-maker.) 


CERTIFICATE OF PAIL-MAKER. 


THIS PAIL IS 
MADE OF COMPRESSED PULP, WATERPROOFED 


THROUGHOUT. 
THICKNESS NOT LESS THAN.............. INCH. 
COMPRESSED UNDER PRESSURE OF NOT LESS 
TERA occccdcccevgposesecccevavesses LBS. RESIST- 


ANCE (MULLEN TEST). 


Pewee ee eee ere ee sere ees F ETFS SESE eee EEEHEHHH HE ee eenee 


*Insert pail-maker’s name and address. 


Reference to rule on shipping orders and bills of lading. 


(y) When shipments are tendered for transportation in 
compressed pulp pails conforming to the requirements and 
specifications of this Rule, the shipper must certify on ship- 
ping orders and bills of lading as follows: 

“The pails used for this shipment conform to the 
specifications set forth in the pail-maker’s certificate 
thereon, and all other requirements of Rule .... of 
£, Gideeb-a-0lve Classification.”’ 


Application of barrel ratings. 


SECTION 9. (a) Unless otherwise provided in the sep- 
arate description of articles, the ratings shown for freight 
in barrels will also apply on such freight in hogsheads, pipes, 
puncheons, tierces, casks, drums (see Section 10. of this 
Rule), half-barrels, quarter-barrels, sixth-barrels, eighth- 
barrels or kegs. 


Specifications for barrels, etc. 
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Barrels, Casks, Hogsheads, Kegs, Tierces and similar 
— other than drums, must be made of iron, steel 
or wood. 


Heads of barrels, etc. 


_(b) When made of wood, heads must be made of one 
piece or of two or more pieces closely fitted, and 

(c) Heads must be held securely in grooves (crozes) by 
hoops; or, 

(d) When these containers are used for articles not liable 
to loss from leakage or sifting and heading is one-half (4%) 
inch or more in thickness, head may be countersunk or set 
below the grooves (crozes), but must be secured by two 
or more battens extending completely across the head and 
the ends of the battens nailed to the sides of the container, 
or head held in place by head liner. 


“Drum” defined. 


SECTION 10. (a) The ‘“‘Drum”’ referred to in this Rule 
and in package specifications is a straight-sided, cylindrical 
container, without bilge, with ends (heads) of equal diame- 
ter and with or without bail or handle. 

Drums must be made of iron, steel or wood, except as 
S in Rule 42, or in the: separate descriptions of ar- 

cles. 


Use restricted. 


(b) When made of wood: 

Must not be used as containers for liquids that are 
semeents of the material used to make the drum water- 
proof. 


Specifications, Drums for other than dry articles. 


(c) When used for other than dry articles, must be 
water-tight; and, 

(d) Sides (shells) must be made of three or more plies of 
veneer, having a total thickness of not less than one-fourth 
inch; each ply must overlap the other so as to dis- 
tribute the seams, and plies must be firmly glued together 
cross grain; and, 

(e) Ends must be not less than one-half (%) inch in 
thickness, made of one piece of sound wood, free from 
defects, or of three or more plies of veneer firmly glued to- 
gether cross grain; and, 


Fastening ends. 


(f) Ends must be set in tightly and securely glued to the 
sides, and further secured by metal or wooden hoops en- 
circling the drum and fastened by nails not more than six 
inches apart, driven through the sides into the edges of the 
ends. Openings in ends must be closed by tight fitting 
bungs securely glued. 


Specifications, Drums for dry articles. 


(g) When used for dry articles: 


Drums with hoops and fastening ends. 


(h) Drums with hoops must have sides not less than one- 
fourth (4) inch in thickness, except as provided in para- 
graph (j) of this section. 

Ends must be securely held in place by complete hoops, 
nailed tightly to the inside of the shell, above and below 
the ends. 

Metal or wooden hoops must completely encircle the drum 
and be firmly attached to the sides, not more than six 
inches apart. 

Sides must be made of sound wood free from defects 
that materially lessen its strength, or of two or more plies 
of veneer securely fastened together cross grain; or, 

(i) If the wooden hoops are fastened to the barrel by 
staples not more than four inches apart, staples running 
through the hoop and all plies of veneer and clinched on 
the inside and each ply of the veneer overlapping the other 
so as to distribute the seams, the veneer need not be cross 
grain, 


Beech, Birch, Elm or Hard Maple Drums. 


(j) When drums are made of beech, birch, elm or hard 
maple the requirements of paragraph (h) may be varied 
from as follows: 

If the diameter of the drum does not exceed seventeen 

(17) inches, the sides must be not less than one-sixth (1-6) 
inch in thickness. 
_ If the diameter of the drum exceeds seventeen (17) 
inches, the sides must not be less than one-fifth (1-5) inch 
in thickness. Plies of sides need not be cross grain if 
joints overlap. 

When drums are made with outer ply of beech, birch, 
elm or hard maple and do not exceed 15 inches in diame- 
ter and outer ply is not. less than % inch in thickness, the 
inner ply may be made of fiberboard or pulpboard not less 
than .100 inch in thickness, having a resistance of not less 
than 200 Ibs. to the square inch, Mullen test. 


Drums without hoops. 


(k) Drums without hoops must have sides made of three 
or more plies of veneer, having a total thickness of not 
less than one-fourth (%4) inch; each ply must overlap the 
other so as to distribute the seams, and plies must be 
firmly glued together cross grain; and, 


Fastening ends. 


(1) Ends must be not less than one-half (1%) inch in 
thickness, made of one piece of sound wood free from de- 
fects, or of three or more plies of veneer, firmly glued 
together cross grain, and must be nailed to sides and 
strapped as required for pails in Section 8 (c) of this Rule, 
or glued and nailed securely to sides. 

Openings in ends must be closed by tight-fitting bungs 
a glued and further secured by nails, staples or 
straps. 

(m) Drums conforming to specifications of paragraphs 
(d), (e) and (f) of this section may also be used for 
dry articles. 


Specifications for jacketed metal cans. 


ECTION 11. Jacketed Metal Cans: 

(a) The metal can partially jacketed must have iron, 
steel or wooden jacket, covering sides and bottom. 

(b) The metal can completely jacketed must have iron, 
steel or wooden jacket, completely covering the can, ex- 
cept the mouth. . 
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(c) The wooden jacket must have thickness of not less 
than one-twelfth (1-12) inch for side and not less than one- 
fourth (%) inch for top and bottom, except as provided in 
Section 11 (d), and be reinforced with not less than two 
metal or wooden hoops, except that when the jacket is 
made in box form and of sound wood not less than three- 
eighths (%) inch in thickness, hoops will not be required. 

(d) If metal or wooden side is attached to the bottom or 
top of the jacket by nails or staples, the bottom and top 
must have thickness of not less than three-eighths (3%) inch. 

(e) The seams of cans must be securely soldered or 
welded. 

Jacketed cans less than one (1) gallon capacity. 

(f) Freight in cans of less than one (1) gallon capacity 
will not be accepted for transportation unless enclosed in 
barrels, boxes or crates as provided in the separate descrip- 
tion of articles. 

Specifications for packing glass carboys. 

SECTION 12. Glass Carboys. The carboy must be com- 
pletely enclosed in a wooden box and so cushioned by pack- 
ing material that the glass will not come in contact with 
the wooden covering, except that if the neck projects it 
must be protected on all sides by a wooden or metal hood 
securely attached to the box. When the hood is attached 
with nails or screws they must not come in contact with 
the body of the carboy. 

Specifications for single bags. 

ECTION 13. (a) Single bags must be made of cloth, un- 
less otherwise provided in the separate description of ar- 
ticles, and be sufficiently strong and so closely woven and 
stitched as to carry contents safely and prevent sifting. 

Specifications for double bags. 

(b) Double bags must be made as follows: The outer bag 
must be made of cloth, the inner bag may be made of cloth 
or paper. Double bags must be sufficiently strong to carry 
contents safely and prevent sifting and both bags must be 
securely closed. 


Docket No. 505—3:00 P. M. . Submitted by Shippers. 

Waste Hair (Hog): In machine pressed bales, L. C. L., fourth 
class; in machine pressed bales, C, L., minimum weight 
30,000 pounds, class E, 


SUSPENDED TARIFFS 


THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. O. 


August 13 in I. and S. No. 693, the Commission suspended 
from August 15 until December 13, schedules in tariffs of car- 
riers operating in the Central Freight Association territory 
which increase rates and minimum weights on fresh meats, 
packing-house products and provisions between points in the 
above named territory. 

The proposed rates suspended bear a certain relation to 
the rates on cattle which are now under suspension pending 
investigation by orders entered in I. and S. Docket No. 603. 

August 16, in I. and S, No. 695, the Commission suspended 
from August 15 until December 13, schedules in Supplements 
Nos. 46 and 49, Countiss’ I. C. C. No. 956. They cancel a rate 
of 55 cents per 100 pounds, subject to a minimum carload of 
60,000 pounds, on cast iron pipe and cast iron connections from 
Charlotte and High Point, N. C., to Pacific Coast terminals. 
The proposed cancellation would have the effect of establishing 
on this traffic a rate of 65 cents per 100 pounds, subject to car- 
load minimum weight of 30,000 pounds. 

August 16, in I. and S. No. 694, the Commission suspended 
from August 15 to December 13, some schedules in Supplement 
No. 3 to Boyd’s I. C. C. No. A603. They seek to cancel joint 
rates on lumber and other forest products from stations in 
Wisconsin on the Chicago & Northwestern to stations in lowa, 
Minnesota and other states on the Chicago, Milwaukee & St. 
Paul, thereby establishing the application of combination of 
local rates on this traffic. 

August 18, in I. and S. No. 631, the Commission further 
suspended from September 2 until March 2, the following 
tariffs: Detroit, Toledo & Ironton Supplement No. 1 to I. C. C. 
No. 67; The New York Central (Line Bu‘falo, N. Y., Clearfield, 
Pa., and West) Supplement No. 11 to I. C. C. No. A8245 (L. S. 
& M. S. Series). 

The suspended tariffs increase rates on sand and gravel 
from Erie, Pa., and other Lake Erie points to various inter- 
state points. The operation was originally suspended from May 
5 and May 9 until September 2. 

August 18, in I. and S. No. 636, the Commission further 
suspended from September 11 until March 11, Supplement No. 
19 to Boyd’s I. C. C. No. A544 and Supplement No. 19 to 
Cameron’s I. C. C. No. D80. The suspended tariffs increase 
rates on broomcorn from St. Louis, Mo., and East St. Louis, IIl., 
to Cincinnati. They were originally suspended from May 14 
until September 11, 

August 17, in I. and S. No. 696, the Commission suspended 
from August 18 to December 16, schedules in Supplements Nos. 
54 and 56 to St. L. & S. F. I. C. C. No. 6427. They cancel a 
rate of 4 cents on coiled elm hoops, carloads, from Chaffee, 
Mo., to Thebes, Ill., which would have the effect of establishing 
on this traffic a rate of 6 cents. 

August 19, in I. and S. No. 637, the Commission further 
suspended from Sept 12 until March 12, 1916, an item in Sup- 
plement No. 3 to Pennsylvania Railroad G. O. I. C. C. No. 5977. 
The suspended item increases the rate on rough marble from 
Rutland, Vt., and points taking same rate to Minneapolis and 
St. Paul, Minn. It was originally suspended from May 15 until 
September 12. 

August 19, in I. and S. No. 640, the Commission further 
suspended from September 15 until March 15, 1916, items in 
Supplement No. 38 to Emerson’s I, C. C. No. 11. The items 
increase rates on bananas and other fruits, in carloads, from 
New Orleans, La., to points in North Dakota. They were first 
suspended from May 18 until September 15. 
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HELP FOR TRAFFIC MAN: 
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This department is conducted by a traffic man of 
long experience and wide knowledge. In it he will an- 
swer questions relating to practical traffic problems. We 
do not desire to take the place of the traffic man, but to 
help him in his work. We reserve the right to refuse 
to answer any questions that we judge it unwise to 
answer or that involve situations that are too complex 
for the kind of investigation contemplated. Questions 
will be answered as promptly as possible. No answers 
will be given by mail. 


Tnnravnin 
HUUtnatN 


Address ‘Help for Traffic Man,” The Traffic Service 


Bureau, 418 S. Market St., Chicago, III. 





Equalizing Car Space 

Q.—We are reading with much interest the items 
carried under caption, “Help for Traffic Man,” and wish 
to ask that you kindly advise us what you locate with 
reference to equalizing car space capacity, where two cars 
(we having in mind flat cars) are furnished in lieu of one 
ordered. 

In this Northwest territory it is the custom of some 
of the shippers of large and bulk agricultural implements 
and threshing machiies to order 50-foot flat cars, which 
the carriers are unable to furnish, as this class of equip- 
ment is not in general service, and in lieu of which it has 
been the custom of a great many carriers to furnish such 
equipment as is available. ‘This procedure applies via 
all lines with the exception of the Soo Line, which makes 
delivery to the Canadian lines at the border and whose 
Tariffs C. P. R.-C. R. C. W. 1978, Soo Line C. R. C. No. 553, 
I. C. C. 3521, effective Oct. 1, 1914, page 16, provides a mini- 
mum of 35,000 pounds, unless actual weight is greater 
where the two cars are furnished. 

This imposes the necessity of dismantling the ma- 
chines to the extent of securing the minimum that ap- 
plies on one car and we find that one of the large shippers 
in this territory can very readily place two threshing 
machines on a 40 foot, 43 foot or 45 foot car. 

W. T. L. 1-J., Item 2820, says that the two for one 
rule will not apply unless car ordered is one that is in 
general service. 

Rules found elsewhere in carriers’ tariffs as well as 
W. T. L. circular, state that the rule will not apply unless 
the agent or carrier’s legal representative can satisfy him- 
self that the equipment forwarded could have accom- 
modated the load. 

The G. N., N. P. and Soo Line have equalizing tariffs 
that permit of the lading up to 50 lineal feet, but we find 
that when the two cars are placed in lieu of one no at- 
tempt whatever is made towards dismantling the ma- 
chines, even to the extent of equalizing 50 feet; in fact, 
in some cases the entire floor spac® is taken up of both 
cars, the machines in a S. U. condition usually measuring 
from 29 to 30 feet each. 

About the only thing we have been able to find in 
I. C. C. Conference Rule and Tariff 18A is Rule 66, which 
was adopted on December 7, 1909, and which, of course, 
is a long time ago. 

We should like to be advised if you have any data on 
this important matter and which rule, we know from 
experience, is being abused throughout the United States 
to the extent as above indicated. 

A.—The question involved is a big one, and can only 
be answered where specific case is cited. However, com- 
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mon usage allows the shipper to utilize entire floor space of 
both cars which are provided in lieu of one car under 
the two car for one rule. 

It is not our belief that we should go on record as 
advocating any remedy, change or new rule, which in our 
mind might be proper. If shippers and others will. live 
up to tariff regulations, observing strictly the rules laid 
down, no difficulty should be experienced in handling ship- 
ments of the character in question, bearing in mind that 
where the carrier has not in its service the special dimen- 
sioned car ordered, it should not be compelled to furnish 
from other sources than its own car supply in order to 
accommodate those requiring such special cars. 


Vegetables, Carload 


Q.—Will you kindly advise what will prevent using a 
13c rate on a carload of vegetables from Danville, Wash., 
to Nelson, B. C., as shown in Great Northern G. F. O. 
23250, I. C. C. A-3485, Item 97-A, Supplement No, 35, (sup- 
plement 31 to I. C. C. A-3485). 

A.—The 13c. rate as referred to in inquiry may not 
be used on carload shipments of vegetables from Danville, 
Wash., to Nelson, B. C., for the reason that the cancella- 
tion of carload rate of 19.5c. per 100 lbs. on the above re- 
ferred to commodity was not properly established under 
the rules as laid down in I. C. C. Tariff Circular No. 18-A. 

Great Northern Tariff I. C. C. 3485, effective Feb. 13, 
1912, legally on file with the Interstate Commerce Com- 
mission, in Item 97, established a rate of 19.5c. per 100 Ibs. 
Cc. L., and 47c. per 100 lbs. L. C. L., on vegetables from 
Danville, Wash., to Nelson, B. C. 

Supplement No. 4 to this tariff, effective May 27, 
1912, legally on file with the Interstate Commerce -Com- 
mission, by Item 97-A, cancels Item 97 of the original tariff, 
but brings the 19.5c. rate forward as a reissued item. Sup- 
plement No. 7 to this issue, effective Sept. 1, 1912, legally 
on file with the Commission, by Item 97-B cancels Item 97-A 
and brings forward rate of 19.5c. as reissued item, but can- 
cels L. C. L. rate of 47¢c., thereby providing for the applica- 
tion of class rates on L. C. L. quantities or the commodity 
in question. In Supplement No. 34, effective May 8, 1915, is 
published Item 97-A, which has already been used in Sup- 
plement No. 4 (filed effective May 27, 1912), and purports 
to cancel Item 97 of the original tariff, which apparently 


WE LEASE TANK CARS 
ALL STEEL MODERN EQUIPMENT 


LIQUIDS DESPATCH LINE 


2500 S. Robey St., Chicago, Ill. 
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is a tariff maker’s error. This new Item 97-A in Supple- 
ment No. 34, and which is reissued in Supplement No. 35, 
carries no rate from Danville, Wash., to Nelson, B. C., the 
only rate in this item being from Danville, Wash., to Ross- 
land, B. C., and as Nelson is not intermediate to Rossland 
(being off on a spur from the main line), you may not 
apply the Danville to Rossland rate to Nelson. 

The correct rate to apply from Danville, Wash., to 
Nelson, B. C., is 19.5¢. per 100 Ibs. It is apparent that 
error was made in Item 97-A of Supplement No. 34, ef- 
fective May 8, 1915, as there are three columns of rates, 
and tariff maker failed to box these rates, leaving it very 
much of a guess as to which rate to apply, and as the 
attention of the Commission has been called to the im- 
perfection and request made that Item 97-A be canceled 
and new item established, which will probably be Item 97-C, 
there will be, upon the issuance of supplement making 
this correction, no ambiguity in the item. 


A Commercial Necessity 
Expert Traffic Service 


The Railroads are “Selling” and the 
Shippers are “Buying” Transportation. 


Each Must Look Out for Its Own 
End of the Trade. 


“Western Freight Service” 


Will Do This for the Shipper and Do 
It Effectively. 


Write for Particulars. 


Western Freight Traffic Association 


926 Karpen Building, Chicago 


(Not an Auditing Bureau) 









We Build New Tank Cars 








Eastern Office: 
17 Battery Place 
New York 





Pacific Coast Office: 
24 California Street 
San Francisco 


| The German American Car Co. 


General Offices, Harris Trust Building, Chicago 


Tank Cars Leased for All Commodities 


Rebuild Old Tank Cars 


Plants at 
Warren, Ohio East Chicago, Ind. 
Sand Springs, Okla. 














SLEEPING CAR RECORDS. 

The Commission has prescribed new rules to cover 
the destruction of records of sleeping-car companies. From 
and after August 1, this year, the periods will be as fol- 
lows: For the destruction of records of berth and seat 
sales, seven years; reports on meal checks issued, dis- 
crepancy reports to correct errors and diagrams, three 
years; trip slips, option of the carrier; records of blank 
diagrams issued to agents and others, one year. 

COMMISSION WITHDRAWS OPTION. 

The Commission has issued an order withdrawing the 
option from electric railways of charging to operating 
expenses certain costs for additions and betterments, when 
such amounts are $200 or less.. The withdrawal] of the 
option is as of July 1 and is understood to be due to the 
fact that some roads were overdoing the charging of 
costs of additions and betterments to the operating ac- 
count, even if they were not guilty of trying to show an 
operating cost higher than it should be. 





6764, Sub-No. 1. Cudahy Packing Co. vs. Union Pa- 
_ cific and Oregon Short Line and Sub-No. 2. Authorized 
' to pay to Swift & Co., interveners, on or before September 
15, $680.84, with interest from June 15, 1913, on account 
- unreasonable rates on packing-house products, in mixed 
‘ carloads with fresh meat, Kansas City, Kan., and South 
Omaha to Utah common points; also $3,598.71, with in- 
terest from Oct. 15, 1913, on similar movements. 
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POSITIONS WANTED OR OPEN 


GOOD MEN ARE ALWAYS IN DEMAND, AND THE 
Traffic World is the logical medium for getting the men 
and the positions in touch with one another. The rates 
for classified advertisements are as follows: $2.00 per 
inch first insertion, $1.00 per inch second insertion, $0.50 
per inch each additional insertion, payable in advance. 
Keyed advertisements forwarded free and all correspond- 
ence held in strict confidence. 

THE TRAFFIC WORLD, 
418 So. Market Street, Chicago. 











Young man, with ten years’ experience in transporta- 
tion work, would like position with traftic association or 
department. Thoroughly familiar with the rate situation; 
also well informed as to Chicago terminal facilities, 
through routing of freight and other details obligatory 
to the efficient handling of traffic work. Address B. F. 67. 
The Traffic World, Chicago. 

EC NETTIE SRT OOS AA NE SS SH SE STR AS TBO AE Se ARNG RI A 

An experienced RATE AND TRAFFIC MAN, young, 
ambitious and with A-No. 1 references and best of habits, 
would consider handling traffic department for live 
and up-to-date firm, or would consider position in rate 
department of such concern, where ambition and knowl- 
edge are appreciated. Address C. R. 15, The. Traffic 
World, Chicago. 





‘Directory of Transfer Agents, Freight Forwarders, Warehousemen, Custom House Brokers, Ete. 


BANGOR, ME. 


HENRY McLAUGHLIN & CO. 


GENERAL STORAGE 
Forwarding and Distributing 
Rall and Water Connection 


Carter Transfer & Storage Co., Inc. 


FORWARDERS TO PACIFIC COAST POINTS A 
SPHCIALTY. 
DISTRIBUTORS OF CAR LOAD LOTS. 
FIREPROOF STORAGE—LOWEST INSURANCE RATES 


LINCOLN - - - - NEBRASKA. 


Fort Worth Warehouse & Transfer Co., Inc. 
FORT WORTH, TEXAS. 
Capital Stock, $50,000.00. Fully Pald. 
ABSOLUTELY FIREPROOF WAREHOUSBD 


Merchandise Distribution a Specialty. Correspondence 
Solicited. 


Western Transfer and Storage Co. 


616 to 622 San Francisco St. 
EL PASO, TEXAS. 
FORWARDERS AND DISTRIBUTORS. 


DISTRIBUTION CARS A SPECIALTY. 
TWO WAREHOUSES ON TRACK. 


Cut Rate Package Car Service from Seaboard Territory. 


EDGAR’S SUGAR HOUSE, Inc. 


520-533 LAFAYETTE BLVD. 
DETROIT, MICH. 

Bight fireproof warehouses on tracks of principal rail- 
roads. The only two fireproof warehouses on the river 
front. Lowest insurance rates in the city. Twelve auto 
trucks for delivery. Write for further partic 


EXPORT BUSINESS 


Most manufacturers are waking up to the fact that this 
is an important subject and are reaching out for such 
trade. A competent Forwarding Agent can be of ma 
assistance to manufacturers. 

We quote rates of Freight and Marine Insurance to ali 
places abroad and shall gladly answer inquiries respecting 
Consular Regulations, Customs Duty, etc. 

G. W. SHELDON @& CO., Chicago, New York, London, 
Liverpool. Paris. Havre. Boulogne-Sur- Mer. 


Chattanooga Warehouse & Cold Storage Co. 
CHATTANOOGA, TENN. 


GHNERAL TRANSFER AND STORAGE BUSINESS. 
DISTRIBUTION OF POOL CARS A SPECIALTY. 
WH STORE, PACK AND SHIP HOUSEHOLD GOODS. 


ST. JOSEPH TRANSFER CO. 
“ PONY EXPRESS” 
ST. JOSEPH - . : 


MERCHANDISD STORAGE WAREHOUSE. 
CARLOAD AND L. C. L. DISTRIBUTION. 
PROMPT SERVICH GUARANTEED. 


MO.. 


CHICAGO— 
Chicago Storage & Transfer Co. (Not Inc.) 


5851-61 WEST 65TH STREET 


Excellent facilities for shipping L. C. L. lots without 
cartage. Carload distribution a specialty. Daily motor 
deliveries throughout the city at very reasonable prices. 
Floors for rent. 

INSURANCE TWENTY CENTS. 


Byvank Transfer & Storage Co. 


823-825 Lafayette St. 
WATERLOO, IOWA. 


RESHIPPING AND DISTRIBUTING 
A SPECIALTY. 
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Directory of Transfer Agents, Freight Forwarders Warehousemen, Custom House Brekers, ete. 


Security Warehouse Company 


MINNEAPOLIS, MINN. 
Northwestern Distributors for nearly all Nationally 
Advertised Commodities—Twenty Car Trackage 
Space. 

Motor Truck delivery in Minneapolis and St. Paul 


Judson Freight Forwarding Co., Inc. 


CHICAGO . 483 Marquette Buliding 
ST. LOUIS 1501 Wright Building 
Carload distribution to all railroads at Chicago and 8t. 
Louis without teams; L, C. L. shipments of machinery 
forwarded at reduced rates to all principal Western and 
Pacific Coast points. 








Terminal Transfer & Storage Company, Inc. 


U. 8. Bonded Transfer Mobile, Alabams, 


Vorwarding Agents and Distributors of Carload freight. 
Modern rage Warehouses with track connections. 





FORT WAYNE, INDIANA, 
WAREHOUSES 


Grana and Harrison Streets 
Francis and Hayden Streets 








D. A. MORR TRANSFER AND STORAGE CO. 


KANSAS CITY, MO. 
2114-2126 Central Street. 

TRANSFER, MBRCHANDISE STORAGE, FORWARD- 
ING, DISTRIBUTION AND CITY DELIVERIBS. 
Direct Connections With All Railroads. Fireproof Storage, 
Sprinkler System. 








Established 1890. From long and practical experience 
we know your needs. Write for Information. 


Witkin Trucking Company 


Main Office, 30 BURLING SLIP, 
NEW YORK, N. Y. 
“HW SERVES BEST WHO SERVES WELL” 





Minneapolis Transfer & Warehouse Co. 
MINNEAPOLIS, MINN. 
122 SOUTH FIFTH STREET 


DISTRIBUTORS OF POOL CARS AND GENERAL 
WAREHOUSING 





CHICAGO 


Jos. Stockton Transfer Co. 
686 The Rookery Buliding 


Teaming of Every Description—City Delivery Service 
and Carload Distributors. 






















Buffalo Storage & Carting Co. 


BUFFALO, N. Y. 


350-356 Seneca St. ‘‘Unsurpassed facilities’’ for stor- 
ing, handling, transferring and forwarding goods. Tele- 
phone No. 633. 


Louisville Public Warehouse Co., Inc- 
LOUISVILLE, KY. : 


Import and export freight contractors, transfer and 
reshipping agents, custom house brokers. Bonded and 
free warehouses. 








Central Warehouse Co. 


Storage—Forwarding 
Trackage Connection —— all railroads entering the 
ities. 


Shinnaabie * Thbhoten: Minn. 


PHILADELPHIA, PA. 


BEST DISTRIBUTING POINT,IN THE EAS 


Railroad Sidings, Penna. R. R. and Phila. & Reading 
Experienced in giving Best Warehouse Service 
SCOTT PAPER CO. WAREHOUSE 
Cc. R. CLEMENTS, Manager 
Trackage, Capacity 18 cars a day. 





Very low insurance. 


The,Benedict Warehouse & Transfer Company — 
_ DENVER, COLO, 
501 SIXTEENTH STREET. 


DISTRIBUTION OF POOL CARS AND GENBRAL 
WAREHOUSING. 





Omaha Fireproof Storage Co. 


806-18 SOUTH 16TH ST., OMAHA, NEB. 


EIGHT AND ONE-HALF ACRES FLOOR SPACHD 
INSURANCE RATE 20 CHNTS 

TRACKAGE SPACE, 10 CARS. G THAMING 

AND AUTO SERVICE. 





Savannah Bonded Warehouse & Transfer Co. 


ANNAH, GEORGIA 
312- 314-316 Williamson St. P. O. Box 985 


GENERAL STORAGE—RB-CONSIGNING—DISTRIBUT- 
ING—FORWARDING—PROMPT PACHLITIOS— 


33) 
Track connections with all Railroads and A Docks 





STORAGE IN CANADA! 


Hamilton — Warehouse 


Merchandise Free and Bond. Separate Rooms 
Furniture. OUR OWN CARTAGH. Carloads distributed, 
Customs Brokers and Forwarders 


THOS. MYLES’ SONS, Ltd., HAMILTON, ONT. 


As a Friend of THE TRAFFIC WORLD, please Mentiea the paper in writing to advertisers. 




















Methods of Competition are Declared to be 


UNLAWFUL 


By the 
Federal Trade Commission. Act 
But.who knows 


WHAT THAT MEANS? 


Previous Court Answers No Longer Apply. 





A New Solution 


To This and Hundreds of Other Questions concerning the Legality of Many 
Business Plans and Policies Will Be Given 


In the Current and Succeeding Issues of 





The Federal Trade Service Corporation 
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